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HOUSE BI LL 1560

State of Washi ngton
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Wl f e,

55th Legislature

1997 Regul ar Sessi on

Sm th, Benson and Mason

Ref erred

to Commttee on

Fi nanci al

to credit wunions; anmending RCW 31.12.025,
31.12.085, 31.12.105, 31.12.185, 31.12.225,
31.12. 255, 31.12.265, 31.12.275, 31.12.285,
31.12.365, 31.12.306, 31.12.145, 31.12.155,
31.12.317, 31.12.445, 31.12.465, 31.12.705,
31.12.516, 31.12.545, 31.12.215, 31.12.575,
31.12.605, 31.12.625, 31.12.655, 31.12.665,
and 31.12.635; reenacting and anending RCW
31.12.055, 31.12.065, 31.12.115, 31.12.195,
31.12.136, 31.12.385, 31.12.406, 31.12.425,
435, 31.12.695, 31.12.526, 31.12.555, and 31.12.565; addi ng new
31.12 RCW adding a new section to chapter 42.17
recodi fying RCW 31.12.005, 31.12.015,
31.12.055, 31.12.065, 31.12.075, 31.12.085,
31.12.185, 31.12.195, 31.12.225, 31.12.235,
31.12.265, 31.12.275, 31.12.285, 31.12.326,
31.12.365, 31.12.306, 31.12.045, 31.12.145,
31.12.125, 31.12.136, 31.12.037, 31.12.039,
31.12.406, 31.12.317, 31.12.425, 31.12.435,
31.12.695, 31.12.705, 31.12.715, 31.12.526,
31.12.545, 31.12.555, 31.12.565, 31.12.215,
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31.12.575, 31.12.585, 31.12.595, 31.12.605, 31.12.615, 31.12.625,
31.12. 655, 31.12.665, 31.12.675, 31.12.685, 31.12.720, 31.12.740,
31.12. 735, 31.12. 635, and 31.12.902; repealing RCW 31.12.095,
31.12.165, 31.12.206, 31.12.315, 31.12.355, 31.12.376, 31.12.395,
31.12.415, 31.12.455, 31.12.475, 31.12.495, 31.12.506, 31.12.535,
31.12.645, 31.12.903, 31.12.904, 31.12.905, and 43. 320. 125; prescribing
penal ties; and providing effective dates.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTI O\ Sec. 1. The legislature finds that credit unions
provi de many val uabl e services to the consuners of this state and wl|l
be better prepared to continue providing these services if the
Washi ngton state credit union act is nodernized, clarified, and
reor gani zed.

Furthernore, the legislature finds that credit unions and credit
union nmenbers will benefit by enacting provisions clearly specifying
the director of financial institution s authority to enforce existing
statutory provisions.

Revisions to this act reflect the legislature’s intent to
noderni ze, clarify, and reorganize the existing act, and clarify the
director’s enforcenent authority. By enacting the revisions to this
act, it is not the intent of the legislature to effect the scope of
credit unions field of nmenbership or tax status.

Sec. 2. RCW31.12.005 and 1994 c 256 s 68 and 1994 ¢ 92 s 175 are
each reenacted and anmended to read as foll ows:

Unl ess the context clearly requires otherwise, as used in this
chapter:

(1) "Board" neans the board of directors of a credit union.

(2) "Board officer" nmeans an officer of the board el ected under RCW
31.12.265(1) (as recodified by this act).
(3) "Branch" neans any ((effH+ee;—other—thantheprineipal—place—-of

a aV¥a' A N
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physical facility where deposits are taken. The termdoes not incl ude

an automated teller machine or a machine permtting nenbers to
communi cate with credit uni on enpl oyees who are not |ocated at the site
of the machi ne, unless the enployees of the credit union at the site of
t he machi ne take deposits on a regular basis. Afacility is not deened
to be a facility of a credit union, regardless of any affiliation

acconmodation arrangenent, or other relationship between the
organi zation owning or leasing the facility and the credit union

unless the facility is owed or |leased in whole or part, directly or
indirectly, by the credit union.

(4) "Business loan" neans a loan for business, investnent,
comercial, or agricultural purposes.

(5) "Capital" neans a credit union’s reserves, undivi ded earnings,
and all owances for |oan |oss.

(6) "Conpliance officer" or "conpliance commttee" neans the
officer or conmmttee appointed under section 27 of this act.

(7) "Conpliance review docunents" neans docunents prepared by or
for the conpliance officer or conpliance conmttee under section 27 of
this act.

(8) "Consuner | oan" neans a |l oan for consuner, famly, or household
pur poses.

(9) "Credit union" nmeans a credit union organized and operating
under this chapter
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(10) "Credit union service organi zati on" neans an organi zati on t hat

a credit union has invested in pursuant to RCW 31.12.425(8) (as

recodified by this act), or a credit union service organization

invested in by an out-of-state credit union or federal credit union.

(11) "Director" neans the director of financial institutions.
(12) "Federal credit union" neans a credit union organized and

operating under the laws of the United States.

(13) "Financial institution" nmeans any commercial bank, trust

conpany, savings bank, or savings and | oan associ ation, whether state

or federally chartered, and any credit union, out-of-state credit

uni on, or federal credit union.

(14) "Foreign credit union" neans a credit union organi zed under

the laws of another country or other jurisdiction.

(15) "l nsol vency" neans either of the follow ng conditions:
(a) If, wunder generally accepted accounting principles, the

recorded value of the credit union’s assets are less than its

obligations to its depositors, shareholders, creditors, and others:; or

(b) If it islikely that the credit union will be unable to pay its

obligations or neet its shareholders’ and depositors’ demands in the

normal course of busi ness.

(16) "Loan" nmeans any | oan, overdraft line of credit, extension of

credit, or lease, in whole or in part.

(17) "Material violation of |aw' neans:
(a) If the credit union or person has violated a material provision

i Law,
(ii) Any cease and desist order issued by the director;
(iii) Any condition inposed in witing by the director in

connection with the approval of any application or other request of the

credit union; or

(iv) Any witten agreenent entered into with the director;
(b) If the credit union or person has conceal ed any of the credit

uni on’s books, papers, records, or assets, or refused to subnmt the

credit union’s books, papers, records, or affairs for inspectionto any

examner of the state or, as appropriate, to any examner of the

national credit union adm nistration; and

(c) If the person has breached his or her fiduciary duty to the

credit union.
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(18) "Menbership share" neans an initial share required to be
purchased in order to establish and maintain nmenbership in a credit
uni on.

(19) "Net capital” means a credit union’s capital, less the
al | owance for |oan | oss.

(20) "Operating officer”" means an officer of a credit union
desi gnat ed under RCW 31.12.265(2) (as recodified by this act).

(21) "Organi zation" nmeans a corporation, partnership, association,
limted liability conpany, trust, or other organization or entity.

(22) "Qut-of-state credit union" neans a credit union organi zed and
operating under the laws of another state or United States territory.

(23) "Person" neans a natural person or an organization.

(24) "Principally"” or "primarily" neans nore than one-half.

(25) "Unsafe or unsound condition" neans, without limtation:

(a) If the credit union is insolvent;

(b) If the credit union has incurred or is likely to incur |osses
that will deplete all or substantially all of its capital;

(c) If the credit union is in inmnent danger of losing its share
and deposit insurance or guarantee.

(26) "Unsafe or unsound practice" neans any action, or |ack of
action, which is contrary to generally accepted standards of prudent
operation, the possible consequences of which, if continued, would be
abnormal risk of loss or danger to a credit union, its nenbers, or an
organi zation insuring or guaranteeing its shares and deposits.

Sec. 3. RCW31.12.015 and 1994 c 256 s 69 and 1994 c 92 s 176 are
each reenacted and anmended to read as foll ows:

A credit union is a cooperative society organized under this
chapter as a nonprofit corporation for the purposes of pronoting thrift
anong its nmenbers and creating a source of credit for ((t+hemat—fat+
and—reasonable—+ates—oef—+nterest)) provident or productive purposes.
A credit union is owned and operated by its nenbers according to
denocratic principles. The director is the state’s credit union
regul atory authority whose purpose is to protect ((+he)) nenbers’
financial interests, the integrity of credit unions as cooperative
institutions, and the interests of the general public, and to ensure
t hat ((state-chartered)) credit unions remain viable and conpetitive in
this state.
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Sec. 4. RCW31.12.025 and 1994 ¢ 256 s 70 are each anended to read
as follows:

(1) A credit union shall include in its name the words "credit
uni on. "

(2) No person((;—partnership,—asseetation—corporation,—or—other
ergantzatton)) may ((t+ansaet)) conduct busi ness or engage i n any ot her
activity under a nane or title containing the words "credit union", or
represent itself as a credit union, unless it is:

(a) Acredit union or out-of-state credit union;

(b) An organi zation ((econprised—of—corporations—organized—under
state—or—federal—eredit—unten—taws)) whose nenbership or ownership is
primarily limted to credit unions, out-of-state credit unions, or
federal credit unions, or their trade organizations;

(c) A ((sele—proprietorship,—partnership—oer—eorpoeratioen)) person
that is primarily in the business of managing one or nore credit
unions, out-of-state credit unions, or federal credit unions; or

(d) ((An—ergantzatien—spectiteally—authoertzed—under—the—taws—of
this—state—or—under—tederal tawtousethewrds——eredit—union—n+ts
Aare—)) A credit union service organization.

Sec. 5. RCW31.12.035 and 1994 ¢ 92 s 177 are each anended to read
as follows:

Seven or nore natural persons ((whe—+estde—+n—this—state)) may
apply tothe director for perm ssion to organi ze a credit union. ((Fhe
' hall I L . VIR L kot hi
chapter—)) The application nust include copies of the proposed
articles of incorporation and byl aws, and such other information as may
be required by the director. The director shall approve or deny a
conplete application within sixty days of receipt.

Sec. 6. RCW31.12.055 and 1994 c 256 s 71 and 1994 ¢ 92 s 179 are
each reenacted and anmended to read as foll ows:

(1) Persons applying for the organization of a credit union shall
execute articles of incorporation stating:

(a) The initial nane and | ocation of the ((proepesed)) credit union
( (ard—ts—toecatton));

(b) That the duration of the credit union is perpetual;
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(c) That the purpose of the credit union is to engage in the
busi ness of a credit union and any other |awful activities permtted to
a credit union by applicable | am (s—anrd—+ules));

(d) The nunber of its directors, which ((shath)) nust not be |ess
than five nor greater than fifteen, and the nanes((;—eeceupations,—and
addresses)) of the persons who are to serve as the initial directors;

(e) The nanes((;—ececupations,—and-addresses)) of the ((subseribers
to—the—artieles—oft+tneerpoeration—and—astatenrent—ef—the—nurber—of
shares—whi-ch—each—has—agreedtotake)) incorporators;

(f) The initial par value, if any, of the shares of the credit
uni on;

(9) ((Apy—proviston—the—appH-ecants—eleet—tososet—+torthwiiehi+s
permtted—by—RCOW23B17-030—and)) The extent, if any, to which

personal liability of directors is |limted;
(h) The extent, if any, to which directors, supervisory commttee
menbers, officers, enployees, and others will be indemified by the

credit union; and

(i) Any other provision ((the—appHecants—eleet—to—so—set—Fforth))
which is not inconsistent with this chapter.

(2) Applicants shall submt the articles of incorporation in
triplicate to the director.

Sec. 7. RCW31.12.065 and 1994 c 256 s 72 and 1994 ¢ 92 s 180 are
each reenacted and anmended to read as foll ows:

(1) Persons applying for the organization of a credit union shall
adopt bylaws that ((are—eonststent—wth—this—chapter—and—that))
prescribe the manner in which the business of the credit union shall be
conducted. The bylaws shall include:

(a) The nane of the credit union;

(b) The ((purpeses)) field of nenbership of the credit union;

(c) ((Fhe)) Reasonable qualifications for nenbership in the credit
union, including without limt the mnimum nunber of shares, and the
paynent of a nenbership fee, if any, required for nenbership
((status)), and the ((standards—and)) procedures for expelling a nenber
( ( who—has—Fatedtormaintatn—themAtmumnurber—ef——shares) ) ;

(d) The nunber of directors and supervisory conmttee nenbers, and
the length of terns they serve and the perm ssible termlength of any
interimdirector or supervisory comittee nenber;
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(e) Any qualification for eligibility to serve on the credit
union’s board, or supervisory comittee;

(f) The nunber of credit union enployees that may serve on the
boar d;

(g) The frequency of regular neetings of the board and the
supervi sory conmttee, and the manner in which nmenbers of the board or
supervisory comnittee are to be notified of neetings;

((6)) (h) The powers and duties of ((t+he)) board officers
((eleetedbytheboard));

(((¢y)) (i) The timng of the annual nenbership neeting ((anrd)) .

(j) _The manner in which nenbers may call a special nenbership
neeting;

(k) The manner in which nenbers are to be notified of nmenbership
meet i ngs( (. including speci-al merbership neetings));

(((h)) () The nunmber of nenbers constituting a quorum at a
menbershi p neeting; ((and

reluded—n—thebylawns))
(m Provisions if any for the indemification of directors,

supervisory conm ttee nenbers, officers, enployees, and others by the

credit union, if not included in the articles of incorporation; and
(n) Any other provision which is not inconsistent with this

chapter.
(2) Applicants shall submt the bylaws in duplicate to the

di rector ((—+f—+requested)).

Sec. 8. RCW31.12.075 and 1994 ¢ 92 s 181 are each anended to read
as follows:

(1) Wien the proposed articles of incorporation and bylaws
conplying with the requirenents of RCW 31.12.055 and 31.12.065 (as
recodified by this act) have been filed with the director, the director
shal | :

(a) Determ ne whether the articles of incorporation and byl aws are
consi stent with ((thepurpeses—andrequi+renents—of)) this chapter; and

(b) Determne the feasibility of the credit union, taking into
account surrounding facts and circunstances pertaining to a successful
operation of ((a)) the credit union.

HB 1560 p. 8
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(2) If the director is satisfied wwth the determ nati ons made under
subsection (1)(a) and (b) of this section, the director shall endorse
each of the articles of incorporation "approved" and indicate the date
the approval is granted, and return two sets of articles and one set of
byl aws to the applicants.

(3) If the director is not satisfied with the determ nations nade
under subsection (1)(a) and (b) of this section, the director shal
endorse each of the articles of incorporation "((+efused)) denied, "
i ndicate the date of and reasons for the ((+efusal)) denial, and return
two copies of the articles of incorporation with one copy of the byl aws
to the person fromwhomthey were received. The director shall at the
time of returning the copies of the articles of incorporation and
byl aws al so provide notice to the applicant of the applicant’s right to
appeal the ((refusal)) denial under chapter 34.05 RCW The ((refusal))
denial is conclusive unless the applicant requests a hearing under
chapter 34.05 RCW

(((4)—TFhe—direetor—shall—aceept—eor—refuse—the—artieles—of
. . i . I : Fpt))

Sec. 9. RCW31.12.085 and 1994 ¢ 92 s 182 are each anended to read
as follows:

(1) Upon ((the)) approval ((ef—+the—direetor)) under RCW
31.12.075(2) (as recodified by this act), the ((apptH—eants)) director
shal |l ((+He)) deliver a copy of the articles of incorporation ((wth))
to the secretary of state for filing. Upon recei pt of the approved
articles of incorporation and a twenty dollar filing fee ((te—be))
provided by the applicants, the secretary of state shall file ((and

reeord)) the articles of incorporation. ( (Fhe—apptteants—shall—n
L | » I ' -y I  the fiting))

(2) Upon the filing ((and—+ecording)) of the approved articles of
i ncorporation ((wth)) by the secretary of state, the persons naned in

the articles of incorporation and their successors may ((eperate))
conduct busi ness as a credit union, which ((shalHt—have)) has the powers
((and—-be—subjeet—tothe)), duties, and obligations of this chapter. A
credit union ((shatH)) may not conduct business until the articles have
been ((+eecorded)) filed by the secretary of state.

p. 9 HB 1560



N o 0ok W0ODN B

(oe]

10
11
12
13
14
15
16
17

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

35
36

(3) A credit union shall organize and begin conducting business
within six nonths of the date that its articles of incorporation are
filed ((and—+recorded—wth)) by the secretary of state or its charter
((shall—beeone)) is void, unless the director for cause grants an
extension of the six-nonth period. The director ((shal)) nmay not
grant a single extension exceeding three nonths, but may grant as nmany
extensions to a credit union as circunstances require.

Sec. 10. RCW 31.12.105 and 1994 ¢ 92 s 184 are each anended to
read as foll ows:
The articles of incorporation of a credit union nay be amended( (7))

with the approval of the board and the d|rector((——by—a—%ese#ﬁ%keﬂ—e#

Hk%h—%hﬁ—d+%€€%6%—aﬂé)) Conpl ete applications for anendnents to the
articles must be approved or denied by the director within sixty days
of receipt. Upon approval, the director shall pronptly deliver the
amendnents, including any necessary filing fees paid by the applicant,
to the secretary of state for filing.

Sec. 11. RCW31.12.115 and 1994 c 256 s 73 and 1994 c 92 s 185 are
each reenacted and anended to read as foll ows:

ruber)) (1) The bylaws of a credit union, other than field of
nenber shi p byl aws, may be anended ((by)) with the approval of the board

(2) The field of nmenbership bylaws of a credit uni on may be anended

with the approval of the board and the director. Conplete applications
for anendnent to field of menbership byl aws nust be approved or deni ed
by the director within sixty days of receipt.

Sec. 12. RCW31.12.185 and 1987 ¢ 338 s 2 are each anended to read
as foll ows:
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(1) The regul ar nmenbership neeting of a credit union shall be held
annual ly, at such tine and place as the byl aws prescri be, and shall be
conducted according to the ((eustemary)) rules of ((partHarentary))
procedure approved by the board.

(2) Notice of ((regutar)) annual nenbership neetings of a credit

union shall be given as provided in the bylaws of the credit union.

Sec. 13. RCW31.12.195 and 1994 c 256 s 77 and 1994 c 92 s 188 are
each reenacted and anmended to read as foll ows:

(1) A special neeting of the nenbers of a credit union may be
called by a mmjority of the board, a mjority ((wvete)) of the
supervi sory commttee, or ((upeon—witten—appteation-of)) at |least ten
percent or two thousand, whichever is |less, of the ((weti+ng)) nmenbers
of a credit union. A request for a special neeting ((ef—a-e€redit—union
shat)) nust be in witing and ((shall)) nust state specifically the
pur pose or purposes for which the neeting is called. |[If the special
meeting is being called for the renoval of a director, the ((nretiece
shal)) request nust state the nanme of the director whose renoval is
sought..

(2) Upon receipt of a request for a special neeting, the secretary
of the credit union shall designate the tine and place at which the
special neeting wll be held. The designated place of the neeting
((shalt)) nmust be a reasonable |location within the county in which the
principal office of the credit union is located, unless provided
ot herwi se by the bylaws. The designated tinme of the neeting ((shaH))
must be no sooner than twenty nor later than thirty days after the
request is received by the secretary. The secretary shall give notice
of the neeting within ten days of receipt of the request ((give—netiece
of—thereeting,—neluding)) or wthin such other reasonable tine period
as may be provided by the bylaws. The notice nust include the purpose
or purposes for which the neeting is called, as provided in the byl awns.
( ( AwHHu—vi-elatt+en—oef—this—seetien—constitutes—a—volatien—-of—this
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rempval—ef—the seeretaryunder—REOW31-312-575-)) |If the special neeting

is being called for the renoval of a director, the request nust state
the nane of the director whose renoval is sought.

(3) Except as provided in this subsection, the ((eharrman—or
prest+dent)) chairperson of the board shall preside over special
meetings. |If the purpose of the special neeting includes the proposed
renmoval of the ((eharrman—er—president—fromtheboard)) chairperson
the next highest ranking officer of the board whose renoval is not
sought shall preside over the special neeting. |If the renoval of al
((ef—the)) board officers ((ef—t+heboard)) is sought, the ((eharrman))
chai rperson of the supervisory commttee shall preside over the speci al

nmeet i ng. ( ( AHter—every—spectal—neeting—the—chatrrman—ef—the
) . hall I ' I | f

Sec. 14. RCW31.12.225 and 1984 ¢ 31 s 24 are each anended to read
as follows:

(1) The business and affairs of a credit union ((shakH)) nust be
managed by a board of not less than five nor greater than fifteen
directors.

(2) The directors ((shab-)) nust be elected at the annual
nenbership neetings of the credit union. ((Fhedirectorss—as—welH—as

éireetors)) They shall hold their offices, unless sooner renoved as
provided in this chapter, until their successors are qualified ((under
REW-31--12-235)) and el ected or appoint ed.

(3) Directors ((shat)) nust be elected to terns of between one and
three years, as provided in the bylaws. |If the terns are |onger than
one year, the ((terms—shall)) directors nust be divided into classes,
and an equal nunber of ((terws)) directors, as near as possible,
((shalt)) nust be el ected each year.

(4) A vacancy on the board nust be filled by an interimdirector
appointed by the board, unless fewer than ninety days remain in the
termof office of the fornmer director. Interimdirectors will serve
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out the unexpired term of the fornmer director, unless provided
otherwise in the credit union’s byl aws.

(5) The board will neet as often as necessary, but not |ess
frequently than once each nonth.

Sec. 15. RCW 31.12. 235 and 1994 c 256 s 78 are each anmended to
read as foll ows:

(1) Adirector ((shall—be)) nust be a natural person and a nenber
of the credit union. |If a director ceases to be a nenber of the credit
union, the director shall no | onger serve as director.

(2) Unless reasonably excused by the board, a director shall no
| onger serve as director if the director in any twelve-nonth period is
absent from nore than thirty-three percent of the regular board
nmeeti ngs ((fregui+red—by—this—chapter)).

(3) ((Fherermntnder—of—thetermofadirectorsofficethatbecones

I I . 2t 2} of thi . hall i w
an—+nter-m-direector—appeinted-bytheboard-)) A director nust neet any
gualification requirenents set forth in the credit union’s bylaws. If
a director fails to neet these requirenents, the director shall no
| onger serve as a director.

(4) The only enployee that may serve as director is the principal
operating officer of the credit union, unless provided otherwi se in the
credit union’s byl aws.

Sec. 16. RCW31. 12.246 and 1984 ¢ 31 s 26 are each anended to read
as follows:

The nmenbers of a credit union may renove a director of the credit
union at a special neeting held in accordance with RCW 31.12.195 (as
recodified by this act) and called for that purpose. If the nenbers
remove a director, the nmenbers may at the sanme special neeting el ect an
interimdirector to conplete the remainder of the former director’s
termof office or ((may—eleet—to)) authorize the board to appoint an
interim director as provided in RCW ((3%+32235)) 31.12.225 (as
recodified by this act).

Sec. 17. RCW 31.12. 255 and 1994 c¢c 256 s 79 are each anended to
read as fol |l ows:

( (Fhe—board—shatH—havethegeneral—direet+onoftheaftfatrs—-ofthe
eredi-t—unton—Fhe board-shall—reet—as—eftenasneeessary—but—noet1tess
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than—eonce—each—wonth-)) (1) Subsections (2) and (3) of this section
include, but are not limted to, the duties of the board of a credit
uni on. The duties under subsection (2) of this section are not
del egabl e. The duties under subsection (3) of this section may be
delegated to a conmmttee, officer, or enployee, wth appropriate
reporting back to the board.

(2) The board shall:

(a) Set the par value of shares, if any, of the credit union;

(b) Set the minimum nunber of shares, if any, required for
nenber shi p;

(c) Establish the | oan policies under which | oans nmay be approved,
including without limt, policies, if any, on the automated approval of
| oans;
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(d) Establish the conditions under which a nenber may be expelled
for cause;

(e) Fill vacancies on all conmttees except the supervisory
comm ttee;

(f) Approve an annual operating budget for the credit union;

(g) Designate those persons or positions authorized to execute or
certify docunents or records on behalf of the credit union;

(h) Review the supervisory commttee’ s annual report; and

(i) Performsuch other duties as the nenbers nay direct.

(3) In addition, the board shall:

(a) Act upon applications for nenbership in the credit union;

(b) Deternmine the maxi num amount of shares and deposits that a
nmenber may hold in the credit union;

(c) Declare dividends on shares and set the rate of interest on
deposi ts;

(d) Set the fees, if any, to be charged by the credit union to its
nenbers for the right to be a nenber of the credit union and for
services rendered by the credit union;

(e) Determine the anount which may be | oaned to a nenber together
with the terns and conditions of |oans;

(f) Establish policies for the credit union to borrow and invest;
and

(g) Approve the charge-off of credit union |osses.

Sec. 18. RCW 31.12.265 and 1994 ¢ 256 s 80 are each anended to
read as fol |l ows:
(1) The board at its first neeting after the annual nenbership

nmeeti ng ((ef—the—renbers)) shall elect ((a—ehatrran—or—president—and

and—other—offHcersthat—+raybe)) board officers fromanong its nenbers,

as described in the credit union’s bylaws. The board will elect as
many board officers as it deens necessary for transacting the business
of the board of the credit union. The board officers ((eft+heboardof
the—eredit—unton)) shall hold office until their successors are
qualified and elected ((and—gual+fied)), unless sooner renoved as
provided ((by)) in this chapter. ((Fre—offices—oft—seeretary—and

treasurer—may—be—heldby the sarme—person—)) Al board officers ((ef
the—board—of—a—~credit—unten—shall)) nust be elected nenbers of the

board. However, the office of treasurer and the secretary may be held
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by the sane person and need not be el ected nenbers of the board. ((Fhe

(2) The board may designate as nmany operating officers as it deens
necessary for conducting the business of the credit union, including
without limt a principal operating officer. | ndi vi dual s serving as
operating officers may al so serve as board officers in accordance with
subsection (1) of this section and subject to RCW 31.12.235(4) (as
recodified by this act).

NEW SECTI ON. Sec. 19. A new section is added to chapter 31.12 RCW
to read as foll ows:

Directors and officers are deened to stand in a fiduciary
relationship to the credit union, and nust discharge the duties of
their respective positions:

(1) I'n good faith;

(2) Wth the care an ordinarily prudent person in a |like position
woul d exerci se under simlar circunstances; and

(3) I'n a manner the director or officer reasonably believes to be
in the best interests of the credit union.

Sec. 20. RCW31.12.275 and 1984 ¢ 31 s 29 are each anended to read
as follows:

The board may for cause renpove ((anr)) a board officer fromoffice
or a commttee nenber from a conmmttee, other than the supervisory
comm ttee. For the purpose of this section "cause" includes
denonstrated financial irresponsibility, a breach of fiduciary duty to
the credit union, or activities which, in the judgnent of the board,
are detrinmental to the credit union

Sec. 21. RCW31.12.285 and 1984 ¢ 31 s 30 are each anended to read
as follows:

The board may( (+—by—atwe—thirds—vete;)) suspend for cause a nenber
of the board or a nenber of the supervisory commttee until a
menbership neeting is held. The neeting ((shat+)) nust be held within
thirty days after the suspension. The nenbers attending ((that)) the
neeting shall vote whether to renove ((the)) a suspended party. For
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purposes of this section, "cause" includes denonstrated financial
irresponsibility, a breach of fiduciary duty to the credit union, or
activities which, in the judgnent of the board, threaten the safety and
soundness of the credit union.

Sec. 22. RCW31.12.326 and 1984 ¢ 31 s 34 are each anended to read
as follows:

(1) A supervisory conmttee of at l|least three nenbers ((shaH))
must be elected at the annual neetings of the credit wunion. ((A
frenrber)) Menbers of the supervisory commttee shall serve a term of
three years, unless sooner renoved under this chapter ((e+))., unti
((a)) their successors ((eemmences—the—performance—of—the—nenber-s
dut+es)) are qualified and el ected or appointed. The nenbers of the
supervisory conmttee shall be divided into classes so that as equal a
nunber as is possible is elected each year.

(2) If a nmenber of the supervisory conmttee ceases to be a nenber
of the credit union, the nenber’s office ((shall)) becones vacant.

( (Fhe—supervisoery—comttee—shalH—FHH—vacanrctes—+n—its—rnenbership
vrtH—sueceessors—are—elected—except—that)) A vacancy on the committee

nust be filled by an interi mnenber appointed by the conmttee, unless
fewer than ninety days renmain in the term of office of the forner
nenber. Interimnenbers may serve out the unexpired termof the forner
nmenber, unless provided otherwise by the credit union's byl aws.
However, if all positions on the conmmttee are vacant at the same tine,_
t he board may ((H+HH—the—vacaneies)) appoint interimnenbers to serve
until the next annual neeting.

(3) No operating officer or enployee of a credit union may serve on
t he supervisory commttee of ((that)) the credit union. No nore than
one director nmay be a nenber of the supervisory commttee at the sane
time, unless provided otherwise by the credit union’s byl aws. No
menber of the supervisory conmttee may serve on the credit commttee
or investnment commttee of the credit union while serving on the
supervi sory conmm ttee.

Sec. 23. RCW31.12.335 and 1994 ¢ 256 s 82 and 1994 c 92 s 192 are
each reenacted and anmended to read as foll ows:

The supervisory commttee of a credit union shall:

(1) Meet as often as necessary and at |east quarterly;
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(2) Keep fully infornmed as to the financial condition of the credit
union and the decisions of the credit union’s board,;

(3) ((Causetobernade)) Annually performor arrange for a conplete
((examnat+on)) audit of ((t+he)) internal controls, | oans, investnents,
cash, ((the—eredit—unten)) general |edger accounts, including wthout
[imt inconme and expense, and the nenbers’ share and deposit accounts
( (i-h—accordancewthrules—adopted by the director)); and

(4) Report its findings and recomendations to the board and nake
an annual report to ((the)) nenbers at ((the)) each annual neeting.

At | east one supervisory commttee nmenber may attend each regul ar
board neeting.

Sec. 24. RCW31. 12. 345 and 1984 ¢ 31 s 36 are each anended to read
as follows:

By unani nous vote, the supervisory commttee ((ef—a—<credit—unton))
may suspend for cause ((an—officer—oftheeredi-t—unien-)) a nenber of
((a—ecommttee)) the board, or a nenber of ((t+he—beard)) a commttee,
until a nenbership neeting is held. The neeting ((shath)) nust be held
within thirty days after the suspension. The nmenbers attending that
nmeeting shall vote whether to renove the suspended party.

For purposes of this section, "cause" includes denonstrated
financial irresponsibility, a breach of fiduciary duty to the credit
union, or activities which, in the judgnent of the supervisory

committee, threaten the safety and soundness of the credit union.

Sec. 25. RCW31.12.365 and 1984 c 31 s 38 are each amended to read
as foll ows:
(1) Directors and nenbers of comittees shall not receive

conpensation for their service((s—except—totheextentthat—anoffieer
serving—as—prinectpal—eperating—oefiicer—ray +recetve——conpensat+on)) as

directors and conm ttee nenbers. However, this subsection does not
prohibit directors or conmmttee nenbers from receiving incidental
services available to enpl oyees generally, and gifts of mninal val ue.

(2) Directors and nenbers of commttees may receive rei nbursenent
for reasonable expenses incurred ((+HA—the—performance—of—thei+
dutt+es—)) on behalf of thenselves and their donestic partners during
the performance of the directors’ and commttee nenbers’ duties.

(3) Loans to directors and commttee nenbers ((shalt)) may not be
made under ((ne)) nore favorable terns and conditions ((and—terns))
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than those ((under—whiech—toans—to—general)) nmade to nenbers ((are
made) ) .

Sec. 26. RCW 31.12.306 and 1994 c¢c 92 s 191 are each amended to
read as foll ows:

(1) Each director, officer, commttee nmenber, and enpl oyee of a
credit union ((shalt)) nust be bonded in an anount and ((wth—surety
and)) in _accordance with conditions established by the director.

(2) When the bond coverage under subsection (1) of this sectionis
suspended or term nated, the board of the affected credit union shal

notify the director in witing within five days of ((havingreceirved))

receipt of the notice of ((the)) suspension or term nation.

NEWSECTI ON. Sec. 27. A newsection is added to chapter 31.12 RCW
to read as foll ows:

(1) A credit union board may appoint a conpliance officer or
conpliance conmmittee to evaluate and seek to inprove:

(a) Loan underwriting;

(b) Asset quality;

(c) Financial reporting to state or federal regulators; and

(d) Conpliance with state and federal |aw

(2) Conpliance review docunents are confidential and are not
di scoverabl e or adm ssible as evidence in any civil action arising out
of matters evaluated by the conpliance officer or commttee. The
conpliance officer or nmenbers of the conpliance commttee will not be
conpelled to testify in such actions, regarding conpliance review
docunents or matters evaluated by the officer or commttee, except that
i nformati on, docunents, or records otherw se available from origina
sources are not to be construed as imune from discovery or as
i nadm ssi bl e in evidence nerely because the i nformati on, docunents, or
records were evaluated by the conpliance officer or commttee.

(3) Conpliance review docunents delivered to a state or federa
government agency will remain confidential, and are not di scoverabl e or
adm ssible in evidence in civil actions arising out of matters
eval uated by the conpliance officer or conmttee.

(4) Subsections (2) and (3) of this section will not apply to any
i nformati on, docunents, or records required by state or federal lawto
be mai ntai ned by, or provided to, a state or federal governnent agency
while the information, docunents, or records are in the possession of
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the agency, to the extent applicable |aw expressly authorizes its
di scl osure.

Sec. 28. RCW31.12.145 and 1984 c 31 s 16 are each amended to read
as foll ows:
(1) Acredit union may admt to nenbership those persons qualified

for menbership as set forth in its bylaws ((upen—the—payrent—of—a
proevi-ded—+nthebylaws—AFf+raternal) ) .

(2) An organi zati on( (;—parthership—er—corporation—havtng—a—usual-
place—of—bustness+nthis—state—and)) whose nenbershi p, ownership, or

enpl oyees are conprised principally of persons who are eligible for
menbership in ((the)) a credit union nay becone a nenber of the credit
uni on.

Sec. 29. RCW 31.12. 155 and 1994 c¢c 256 s 76 are each anended to
read as fol |l ows:

repber—)) (1) No nmenber nay have nore than one vote regardless of the
nunber of shares held by the nenber. An organization havi ng nenbership
in a credit union may cast one vote through its duly authorized agent
in witing.

(2) Menbers may vote by mail ballot, absentee ballot, or other
net hod prescribed in the credit union’s byl aws. However, no nenber nay
vote by proxy.

(3) A nenber who is not at least eighteen years of age is not
generally eligible to vote as a nenber. However, a credit union’s
board may establish a |ower mninmmage for nmenbers to be eligible to
vot e.

Sec. 30. RCW31.12.295 and 1984 c¢c 31 s 31 are each amended to read
as foll ows:

retnstatenrent—as—arenrber—)) Acredit union will give a nenber expelled

fromthe credit union pronpt notice of the reasons for the expul sion.
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An expelled nenber may request in witing that the expulsion be
reconsidered by the credit union.

(2) The amounts ((patd)) in ((eA—shares—er—depositedby—a—rnenber
who—has—been—expeHed——shalt)) an expelled nenber’s share and deposit
accounts nust be paid pronptly after expulsion to the ((menber)) person
after deducting amounts ((due—fromtherenber{s))) owed to the credit
union, including without limt any applicable penalties for early
wi t hdr awal . Expul sion ((shath)) will not operate to relieve ((a
renrber)) the person from outstanding liabilities owed to the credit
uni on.

Sec. 31. RCW31.12.125 and 1994 c 256 s 74 and 1994 c 92 s 186 are
each reenacted and anended to read as foll ows:

A credit union may:

(1) Issue shares to and receive deposits fromits nenbers ((as

provi-ded—nA—this—echapter)) 1in accordance with RCW 31.12.385 (as

recodified by this act);

(2) Make loans to its nenbers ((as—previded+n—this—<chapter)) in
accordance with RCW 31.12.317 and 31.12.406 (as recodified by this
act) ;

(3) Pay dividends or interest toits nmenbers in accordance with RCW
31.12.485 (as recodified by this act);

(4) Inpose reasonable charges for the services it provides to its
menber s;

(5) Inpose financing charges and reasonable late charges in the
event of default on |oans, subject to applicable law, and recover
reasonable costs and expenses, including without limt reasonable
attorneys’ fees incurred both before and after judgnment, incurred in
the collection of suns due it if provided for in the note or agreenent
signed by the borrower;

(6) Acquire, |ease, hold, assign, pledge, ((hypoetheecate)) sell, or
ot herw se dispose of ((a—pessessery)) interests in personal property
and( (;—subjeet—+eREW-31-12-435;)) in real property((s-—se-+teng—as—the

. neid | I . f e '
ghrten)) in accordance with RCW31.12.435 (as recodified by this act);

(7) Deposit and i nvest funds ((+hRexecess—oftheanmount—approvedior
oans—to—renbers—as—providedinthis—ehapter)) in accordance with RCW
31.12.425 (as recodified by this act);
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(8) Borrow noney, up to a maxi numof fifty percent of its ((patd—+n
and—untpaired)) total shares, deposits, and capital ((anrd—surptus));

(9) Discount or sell any of its assets, or purchase any or all of
the assets of another credit union, out-of-state credit union, or
federal credit union. However, a credit union nmay not di scount or sel
((rore—than—ten—perecent)) all, or substantially all, of its assets

w t hout the ((prer—witten)) approval of the director;
(10) Accept deposits of deferred conpensation of its nenbers

(11) Act as fiscal agent for and receive paynents on shares and
deposits fromthe federal governnent or this state, and any agency or
political subdivision thereof;

(12) Engage in activities and prograns as requested by the federal
governnent, this state, and any agency or political subdivision
t hereof , when the activities or prograns are not inconsistent with this
chapter;

(13) Hold nmenbership in ((ether)) credit unions ((erganized—under

this—ehapter—oer—other—aws)), out-of-state credit unions, or federa
credit unions and in ((asseetatiens)) organizations controlled by or

fostering the interests of credit unions, including without limt a
central liquidity facility organized under state or federal |aw
((and))

(14) Authorize additional dividends or interest to nenbers, or an
interest rate refund to borrowers;

(15) Ent er into |lease agreenents, | ease contracts, and
| ease- purchase agreenents with nenbers;

(16) Insure the lives of nenbers under group policies issuedin the
nane of the credit union, and offer nenbers credit life, disability,
accident, and health insurance;

(17) Inpose a reasonabl e service charge for the adm nistrati on and
processing of accounts that remain dormant for a period of tine
specified by the board;

(18) Establish and operate on-prem ses or off-prem ses electronic
facilities;

(19) Enter into formal or informal agreenents with another credit
union for the purpose of fostering the devel opnent of the other credit
uni on;

(20) Make charitable contributions to organi zations that are exenpt
from taxation pursuant to section 501(c)(3) of the Internal Revenue
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Code, and that primarily serve either a charitable, recreational, or
educati onal purpose or the pronotion or devel opnent of credit unions;

(21) Limt the personal liability of its directors in accordance
with provisions of its articles of incorporation that conformw th RCW
23B. 08. 320;

(22) Indemify its directors, supervisory committee nenbers,
officers, enployees, and others in accordance with provisions of its
articles of incorporation or bylaws that conform w th RCW 23B. 08. 500
t hr ough 23B. 08. 600; and

(23) Exercise such incidental powers as are necessary or

((reguist+te)) convenient to enable it to ((earry—oen—effeectively))
conduct the business ((foer—whieh—t—+s—ineorporated)) of a credit

uni on.

Sec. 32. RCW31.12.136 and 1994 c 256 s 75 and 1994 c 92 s 187 are
each reenacted and anended to read as foll ows:

(1) Notw thstanding any ot her provision of law, a credit uni on may
exerci se any of the powers and authorities conferred as of ((Deeenber
34,—3993)) June 30, 1996, upon ((a)) federal credit unions ((detng
bust+ness—+nthis——state)).

(2) Notw thstandi ng any ot her provision of law, in addition to the
powers and authorities conferred under subsection (1) of this section,
the director may by rul e authorize credit unions to exercise any of the
powers and authorities conferred at the tinme of the adoption of the

rul e upon ((a)) federal credit unions ((detngbusiness+nthisstate)),

if the director finds that the exercise of the power and authority
serves the conveni ence and advant age of ((depesitors—and—borrowers))
nenbers of ((state-ehartered)) credit wunions, and nmaintains the
fairness of conpetition and parity between ((state-chartered)) credit
uni ons and federal ((—ehartered)) credit unions.

(3) The restrictions, Iimtations, and requirements applicable to
specific powers or authorities of federal credit unions ((shaH)) apply
to credit uni ons exercising those powers or authorities permtted under
this section but only insofar as the restrictions, limtations, and
requirenents relate to exercising the powers or authorities granted
credit unions solely under this section.

(4) As used in this section, "powers and authorities" include
without l|imtation powers and authorities in corporate governance
matters.
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Sec. 33. RCW31.12.385 and 1994 c 256 s 83 and 1994 c 92 s 194 are
each reenacted and anmended to read as foll ows:

(1) Shares ((purechased)) held and deposits made in a credit union
by ((an—ndividual)) a natural person are governed by chapter 30.22

RCW ( (A—rrerber—may—purechase—shares—and—rake—depoestts—+n—a—ecredit

estabH-shed—bythe boardfromtinetotine))

(2) Acredit union may require froma nenber ninety days notice of
the intention to withdraw shares or deposits. The notice requirenent
may be extended with the witten consent of the director.

(3) A credit union will have a lien on all shares and deposits,
including wthout Iimt dividends, interest, and any ot her earnings and
accunul ati ons thereon, of any shareholder or depositor, to the extent
of any obligation owed to the credit union by the shareholder or
depositor. The credit union will also have a right of imrediate set-
off with respect to the shares and deposits, to the extent of any
obligation owed to the credit union by the sharehol der or depositor.

Sec. 34. RCW31.12.485 and 1984 c¢c 31 s 50 are each amended to read
as foll ows:

2))) Dividends may be declared fromthe credit union’ s earnings
whi ch remain after the deducti on of expenses, interest on deposits, and
the anmounts required for regular((;—Haguidity,—and—speetal)) or
suppl enent al reserves, or the dividends nay be declared in whole or in
part fromthe undivided earnings that remain from precedi ng peri ods.

Sec. 35. RCW31.12.406 and 1994 c 256 s 84 and 1994 c 92 s 195 are
each reenacted and anended to read as fol |l ows:

HB 1560 p. 24



© 00 N O Ol WDN P

W W W W W W WwWwWWwWwWMNDNDNDDNMDNDNMNDNDNMNDNMDNNMNNMMNNNREPRPRPPRPPRPPRPPERPPRPPERPR
©O© 00 N O Ol WNPEFEP O O 0WwWNO UG WODNPEFEP O O W NO O P DN PEF-, O

(1) A credit union my make secured and unsecured loans to its
nmenbers ((wth—the—approval—of—a——eredit—commttee—ortoan—-officer))
under policies established by the board, subject to the |oans to one
borrower limts provided for in RCW31.12.317 (as recodified by this
act). ((A i HH

seetton—as—econsurer—eans——eor—{b)business—investrent—econmerctals-

i f )) Business l|loans nust be in
conpliance with rules adopted by the director. Each |oan nust be
evi denced by records adequate to support enforcenent or collection of
the loan and review of the loan by the director.

(2) ((A-eredit—unieon—-ray—raketornenbers—

retenttonrequirenent—)) Acredit union nay obligate itself to purchase

loans if the credit union’s policies wuld have permtted it to
originate the |oans.

(3) Consuner |oans ((shal)) nust be given preference, and in the
event there are not sufficient funds avail able to satisfy all approved
consuner | oan ((appHeants)) applications, further preference ((shat))
nmust be given to small | oans.
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related—safety—andsoeundnress—+ssues—))

Sec. 36. RCW 31.12. 317 and 1994 c 256 s 92 are each anmended to
read as foll ows:

(1) No loan may be nade to any ((#wenber)) borrower if ((sueh)) the
| oan woul d cause ((t+hat—renber)) the borrower to be indebted to the
credit union upon consuner and busi ness | oans ((radetothernenber)) in
an aggregat ed anount exceeding ten thousand dollars or ((t+wo—and—one—
hat+)) twenty-five percent of the ((assets)) capital of the credit
uni on, whichever is greater, wthout the approval of the director.

(2) The director by rule may establish limts on business | oans

( (for—business—investrent——conrerctal—or—agrteultural—purpoeses)) to
one ((rmenber)) borrower.

Sec. 37. RCW31.12.425 and 1994 c 256 s 86 and 1994 c 92 s 197 are
each reenacted and anended to read as fol |l ows:

A credit union may invest its funds in excess of |loans in any of the
following, as long as they are deened prudent by the board:

b)y)) (1) Loans held by credit unions, out-of-state credit unions,

or federal credit unions; loans to nenbers held by other |enders; and
| oans to nonnenbers held by other lenders, with the approval of the
di rector;

(2) Bonds, securities, or other investnents that are fully
guaranteed as to principal and interest by the United States
governnent, and general obligations of this state and its politica
subdi vi si ons;

((€e))) (3) nligations issued by corporations designated under
((Seet+on—9101+—of—Ft+e)) 31 U.S.C Sec. 9101, or obligations,
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participations or other instrunents issued and guaranteed by the
federal national nortgage association, federal hone |oan nortgage
corporation, governnent national nortgage association, or other
gover nment - sponsored enterprise;

((£)y)) (4) Participations or obligations which have been subj ected
by one or nore governnment agencies to a trust or trusts for which an
executive departnent, agency, or instrunentality of the United States
has been nanmed to act as trustee;

((£e))) (5) Share((ss——share——certificates;)) or ((share))

deposit((s)) accounts of other ((eFedFP—ﬂﬂ+9H&—6F—5ﬁ¥%ﬂg&—ﬁﬂd—+€ﬁﬂ

this—state——other——states—oer—the—Untted—States)) financial
institutions, the accounts of which are federally insured or insured or

guaranteed by ((%he—#eée%a#—sav+ﬂgs—aﬂd—keaﬂ—kHSHFaﬂee—eereFa%+eﬂ——%he

guaranty—asseetat+on,—or)) anot her i nsurer or _guarantor approved by t he

director. The shares and deposits nade by a credit union under this
subsection nmay exceed the insurance or guarantee |imts established by
the organi zation insuring or guaranteeing the institution into which
the shares or deposits are nade;

((6)) (B) Comon trust or mutual funds whose investnent
portfolios consist of securities issued or guaranteed by the federal
government or an agency of the governnent;

((()) (7)) Up to ((twe)) five percent of ((a—ecerpoeration)) the
capital of the credit union, in debt or equity issued by an
organi zati on owned by the Washington credit union | eague;

(((h))) (8) Shares, stocks, loans, or other obligations of an
organi zati on ((et—which—the—renbership—or—ownership—is—confined
prrartH-y—to—eredi-t—unions—and-the)) whose primary purpose ((ef—whieh))

is to strengthen, advance, or provide services to the credit union
i ndustry. O her than investnent in an organization that is wholly
owned by the credit union and whose activities are limted exclusively

to those ((determned—by—the—direetor—to—be)) authorized by RCW
31.12. 125 ( (2 —through—{(9)—and {12 —through—{314))) (as recodified by

this act), an investnent under this subsection ((H-{h)—ef—this
seet+on)) shall be limted to one percent of the ((tetal—pard+n—-and
uhrt-Apat+ed—eapttal—and—surplus)) assets of the credit union, but a

credit wunion may, in addition to the investnent, lend to the
organi zati on an anount not exceeding an additional one percent of the
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( (teotal—patd—+n—and—untnpatred—caprtal—and—surplus)) assets of the

credit union;

((()) (9) Loans to ((ether)) credit wunions ((erganized—or
attherizedto—dobustness—under—thetaws—of thisstate—other—statess
er—the—Untted—States)), out-of-state credit unions, or federal credit
unions. The aggregate of |oans issued under this subsection ((shaH-
be)) islimted to twenty-five percent of the ((paid—in-anduninpaired
eapttal)) total shares, deposits, and capital of the lending credit
union; ((er

) (10) Key person insurance policies, the proceeds of which
inure exclusively to the benefit of the credit union; or

(11) Oher investnents ((auvthertzed—n—accordance—wth—rules
adepted)) approved by the director ((eenststent—wth—this—chapter))

upon witten application.

Sec. 38. RCW31.12.435 and 1994 c 256 s 87 and 1994 c 92 s 198 are

each reenacted and anended to read as fol |l ows:

(1) ((Ynless—eotherwse—approvedby—thedireetor-)) A credit union
may invest ((a—+easenable—amount—ef—+ts—+unds)) in real property or

| easehold interests primarily for its own use in conducting business,
including, without |limt, structures and fixtures attached to rea

property, subject to the followng [imtations:

(a) ((Fhre—aggregate—of—its—+egular—+eserve—and—its—undi-vided
earnngs—equals)) The credit union’s capital equals at least five

percent of the total of its share and deposit accounts;
(b) The board approves the investnment ((4

total—nunber—of directors)); and

(c) The ((tetal)) aggregate of all such investnents ((+n—the
property)) does not exceed seven and one-half percent of the
((aggregate)) total of its share and deposit accounts..

(2) If the real property or l|easehold interest is for future
expansion, the credit union nust satisfy the use requirenent in
subsection (1) of this section within three years after the credit
uni on nmekes the investnent.
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(3) The director may, upon witten application, waive any of the
limtations listed in subsection (1) or (2) of this section.

Sec. 39. RCW 31.12.445 and 1994 c 92 s 199 are each anended to
read as foll ows:

This section applies to all nonfederally insured credit unions.

(1) At the end of each accounting period and before the paynent of
dividends to nenbers, a credit union shall set apart as a regular
reserve an anmount in accordance with subsection (2) of this section.

(2)(a) If a credit union has been in operation for four or nore
years and has assets of at |east five hundred thousand dollars, it
shall reserve ten percent of gross inconme until the regular reserve
together with the allowance for loan |oss equals four percent of
out standi ng | oans and then shall reserve five percent of gross incone
until the regular reserve together with the allowance for |oan |oss
equal s six percent of outstanding | oans.

(b) If a credit union has been in operation for |ess than four
years or has assets of less than five hundred thousand dollars, it
shall reserve ten percent of gross inconme until the regular reserve
together with the allowance for loan |o0ss equals seven and one-half
percent of outstanding |oans and then shall reserve five percent of
gross inconme until the regular reserve together with the all owance for
| oan 1 oss equals ten percent of outstanding | oans.

(c) The director may authorize a credit wunion falling under
subsection (2)(b) of this section to follow the reserving requirenents
for credit unions falling under subsection (2)(a) of this section.

(d) I'n conmputing outstanding |oans for purposes of reserving, a
credit union may exclude | oans secured by shares and | oans insured or
guar anteed by the federal governnent or the governnment of this state to
the extent of the security, insurance, or guarantee.

(3) Wien the regular reserve falls below the percentage of
out standing | oans required under subsection (2) of this section, a
credit union shall replenish the regular reserve by again reserving a
portion of gross inconme as set forth in subsection (2) of this section.

(4) The regular reserve and the investnent((s)) thereof ((shal))
must be held to neet contingencies or losses in the business of the
credit union and ((shalt)) may not be distributed to its nenbers except
in the case of ((d+sselutioen)) liquidation or with the perm ssion of
the director.
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Sec. 40. RCW 31.12.465 and 1994 ¢ 92 s 201 are each anended to
read as fol |l ows:

(1) The director may((;,—if—deened—necessary;)) require a credit

union to establish a liquidity reserve of up to five percent of
( (untrpatred—eapttal)) total shares, deposits, and capital. The
liquidity reserve ((shatt)) nust be in cash or investments with
maturities of one year or |ess.

(2) The director may require a credit union to charge off or set up
a special reserve fund for delinquent |oans or other assets.

Sec. 41. RCW31.12.695 and 1994 c 256 s 91 and 1994 c 92 s 220 are
each reenacted and anended to read as foll ows:

(1) For purposes of this section, the nmerging credit union is the
credit union whose charter ceases to exi st upon ((merging)) nerger with
the continuing credit union. The continuing credit unionis the credit
uni on whose charter continues upon ((#ergtng)) nerger with the nerging
credit union.

(2) Acredit union may be nerged with another credit union with the
approval of the director and in accordance with requirenents the
director may prescribe. The nerger ((shalkt)) nust be approved by a
two-thirds majority vote of the board of each credit union and a
two-thirds majority vote of those nenbers of the merging credit union

voting on the nerger at a ((speetal)) nenbership neeting ((eatHedby
the—rergi-ng—eredit—uni-onbeard—oer—by—rai-t—ballet)). The requirenent of
approval by the nenbers of the nerging credit union may be wai ved by
the director if ((+Athedireetor—s—opiniton)) the nmerging credit union
is in inmmnent danger of insolvency.

(3) The property, rights, and interests of the merging credit union
transfer to and vest in the continuing credit union wthout deed
endorsenment, or instrunment of transfer, although instrunents of
transfer may be used if their use is deened appropriate. The debts and
obligations of the nerging credit union that are known or reasonably
should be known are assunmed by the continuing credit union. The
continuing credit union shall cause to be published notice of nerger
once a week for three consecutive weeks in a newspaper of genera
circulation in the county in which the principal place of business of
the nerging credit union is located. The notice of nerger ((shath))
nmust also informcreditors of the nerging credit union how to nake a
claimon the continuing credit union, and that if a claimis not nade
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upon the continuing credit union within thirty days of the | ast date of
publication, creditors’ clains that are not known by the continuing
credit union may be barred. Unless a claimis filed as requested by
the notice, or unless the debt or obligation is known or reasonably
should be known by the continuing credit wunion, the debts and
obligations of the nerging credit union are discharged. Upon nerger,
the charter of the nerging credit union ceases to exist.

Sec. 42. RCW 31.12. 705 and 1994 c 92 s 221 are each anmended to
read as foll ows:

(1) A credit union ((eharteredunder—thetaws—ef—this—state)) may
convert ((+tself)) into a federal credit union ((ehartered—under—the
taws—ef—t-he—United—States)) as authorized by the federal credit union
act . The conversion ((shal)) nust be approved by a two-thirds

majority vote of ((t+he)) those nenbers ((present)) voting at ((any
regular—oer—speetral)) a nenbership neeting ((eaedtoer—that—purpoese by

(2) If the conversion is approved by the nenbers, a copy of the

resolution certified by the board ((shalkh)) nust be filed with the
director within ten days of approval. The board may effect the
conver si on ( (f+emastate-—charteredecredit—untontoatfederal—chartered
eredit—union)) upon terns agreed by the board and the ((proeper))

federal ((authertties—as—provided—by—federal—taws—rules—and
regulat+ens)) requl ator.

(3) A certified copy of the federal credit union charter or
aut horization issued to the credit union by the ((preper)) federa
((autherity—shalh)) regqulator nust be filed ((in)) wth the
((eh+eetor—s—offt+ee)) director and thereupon the ((state-—chartered))
credit union ceases to exist except for the purpose of winding up its
affairs and prosecuting or defending any litigation by or against the
((state-chartered)) credit union. For all other purposes, the credit
union is converted into a ((federal-chartered)) federal credit union
and the ((state-chartered)) credit union may execute, acknow edge, and
deliver to the successor federal credit union the instrunents of
transfer, conveyance, and assi gnnment that are necessary or desirable to
conpl ete the conversion, and the property, tangible or intangible, and
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all rights, titles, and interests that are agreed to by the board and
the ((preper)) federal ((auvtherities)) reqgul ator.

(4) Procedures, simlar to those contained in subsections (1)
through (3) of this section, prescribed by the director ((shal)) nust
be followed when a credit union ((ehartered—under—thetaws—of—this
state)) nerges ((wth)) or converts ((te—a—eredit—unton—charteredunder
the—taws—oef—anether—state)) into an out-of-state or foreign credit
uni on.

Sec. 43. RCW 31.12.715 and 1994 c 92 s 222 are each anended to
read as foll ows:

(1) Afederal credit union | ocated and conducting business in this
st at e (( whi-eh—becores+noperativebecauseofachanget+nthetaws—unde
whi-ch—+t—+s—~echarteredeor—whi-eh+s—authertzedto-dissolveor—convert—te
a—state-—chartered—eredit—union—+n—accordance—wth—federal—aw)) nmay
convert into a ((state-chartered)) credit union.

(2) The board of the federal credit union shall file with the
director proposed articles of incorporation and ((prepesed)) byl aws, as
provided by this chapter for organizing a new ((state-chartered))
credit union. |If approved by the director, the ((federal-—chartered))
federal credit union ((shatl)) becones a ((state-chartered)) credit
uni on under the laws of this state and the assets and liabilities of
the federal credit union wll vest in and becone the property of the
successor ((state-chartered)) credit union subject to all existing
l[iabilities against the ((federal—echartered)) federal credit union
Sharehol ders and nenbers of the federal credit union may becone
shar ehol ders and nenbers of the successor ((state-chartered)) credit
uni on.

(3) Procedures, simlar to those contained in subsections (1) and
(2) of this section, prescribed by the director ((shakH)) nust be
foll owed when ((&)) an out-of-state or foreign credit union ((ehartered
vhder—thetaws—ef—anether—state)) wshes to nerge ((wth)) or convert
((t+e)) into a credit union ((eharteredunder—thetaws—ofthis—state)).

Sec. 44. RCW31.12.526 and 1994 c 256 s 88 and 1994 c 92 s 205 are
each reenacted and anended to read as fol |l ows:

(1) ((A) An out-of-state or foreign credit union ((erganized—and

guatH-f+ed—as—a——eredit—unton—tn—anether—state—whieh—has—net—had—+ts
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as—a—eredi-t—union—under—this—chapter—+)) nay not operate a branch in

Washi ngt on _unl ess:

(a) The director has approved ((an)) its application to do business
in this state;

(b) A credit union ((erganized—under—thetaws—oef—this——state)) is
permtted to do business in the state or jurisdiction in which the
((eredit—unien)) applicant is organized;

(c) The interest rate charged by the ((eredit—unten)) applicant on
| oans made to nenbers residing in this state does not exceed the
maxi muminterest rate permtted in the state or jurisdiction in which
the ((eredit—unton)) applicant is organized, or exceed the nmaximm
interest rate which a credit union ((erganized—tn—this—state)) is
permtted to charge on simlar |oans, whichever is |ower;

(d) The ((eredit—unioen)) applicant has secured surety bond and
fidelity bond coverages satisfactory to the director;

(e) The ((efedit—union-has—seecuredfor—the)) applicant’s share and
deposit accounts ((ef——+ts—nrenrbers—insurance—or—other—surety
satt+sfactory—to—the—direetor)) are insured under the federal share

i nsurance program or an equival ent share insurance program under RCW
31.12.039 (as recodified by this act);

(f) The ((eredit—union)) applicant submts to the director an
annual ((audit—er)) exam nation report of its nost recently conpleted
fiscal year; ((and))

(g) The applicant has not had its authority to operate in another
state or jurisdiction suspended or revoked;

(h) If the applicant is a foreign credit union:

(i) A treaty or agreenent between the United States and the
jurisdiction where the applicant is organized requires the director to
permt the applicant to operate a branch in Washi ngton; and

(ii) The applicant has substantially the sane characteristics as a
credit union; and

(i) The ((eredit—unten)) applicant conplies wth all other
((appteable)) provisions of this chapter and rules adopted by the
director, except as otherwise permtted by this section.

(2) The director shall ((disappreve)) deny an application filed
under this section or, upon ((reasenable)) notice and an opportunity
for hearing, suspend or revoke the approval of an application, if the
director finds that the standards of organization, operation, and
regul ati on of the ((eredit—unton)) applicant do not reasonably conform
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with the standards under this chapter ((er—that—atteast—FHiftypereent

be;—+estdents—ef—t-his—state)). In considering the standards of
organi zation, operation, and regulation of the ((eredit—union))
applicant, the director may consider the |aws ((anrd—+regulations)) of
the state or jurisdiction in which the ((eredit—untoen)) applicant is
or gani zed. A decision under this subsection may be appeal ed under
chapter 34.05 RCW

(3) Ininplenmenting this section, the director may cooperate with
the ((admntstraters)) requlators of ((t+he)) credit unions ((Faws)) in
other states or jurisdictions and may share with t he ((admnistraters))
regulators the information received in the admnistration of this
chapter.

(4) The director my enter into supervisory agreenents wth
out-of-state and foreign credit wunions and their regulators to
prescribe the applicable | aws governing the powers and authorities of
Washi ngt on branches of the credit unions. The director may also enter
into supervisory agreenents with credit union regulators in other
states or jurisdictions to prescribe the applicable | aws governing the
powers and authorities of out-of-state or foreign branches or other
facilities of credit unions.

The agreenents nmay address, but are not limted to, corporate
governance and operational matters. The agreenents may resolve any
conflict of laws, and specify the manner in which the exam nation
supervision, and application processes nust be coordinated with the
regul at ors.

The director ((shalt)) may adopt rul es for the periodi c exam nation
and investigation of the affairs of an out-of-state or foreign credit
union operating in this state. The costs of examnation and
supervision ((shatkh)) nust be fully borne by the out-of-state or
foreign credit union.

Sec. 45. RCW 31.12. 725 and 1994 c 92 s 223 are each anmended to
read as foll ows:

(1) At a neeting specially called for the purpose of |iquidation,
upon the recomrendation of at |east two-thirds of the total nenbers of
the board of a credit union, the nenbers of a credit union may, by a

two-thirds nmajority vote of ((t+he)) those nenbers ((present)) voting,
elect to liquidate the credit union.
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(2) Upon a vote to |liquidate under subsection (1) of this section,
a commttee of three ((shatt)) nust be elected to liquidate the assets
of the credit union. The commttee shall act ((unrder—the—direection))
in accordance with any requirenents of the director and my be
reasonably conpensated by the board of the credit union. Each share
((ef)) account holder at the credit union ((shat—be)) is entitled to
his, her, or its proportionate part of the assets in liquidation after
all deposits and debts have been paid. The assets of the |iquidating
credit wunion ((shalt)) are not ((be)) subject to contingent
lTabilities. Upon distribution of the assets, the credit wunion
((shalt)) ceases to exist except for the purpose of discharging
existing liabilities and obligations.

(3) Funds representing unclained dividends in liquidation and
remaining in the hands of the liquidating conmttee for six nonths
after the date of the final dividend ((shal-)) nust be deposited,
together with all the books and papers of the credit union, wth the
di rector. The director may one year after receipt destroy such
records, books, and papers as, inthe director’s judgnent, are obsol ete
or unnecessary for future reference. The funds may be deposited in one
or nore ((trust—econpantes—mutuval—sSavings—banks——savings—and—oean
assoectations—or—nat+onal—or—state—banks)) financial institutions to
the credit of the director, in trust for the nenbers of the
((Heguidati+ng)) credit union entitled to the funds. The director may
pay ((t+e)) a ((persenr—entittedtoi+t—that—persoen—s)) portion of the
funds to a person upon ((t+he)) receipt of satisfactory evidence that
the personis entitled to a portion of the funds. |In case of doubt or
((ef)) conflicting clains, the director may require an order of the
superior court of the county in which the principal place of business
of the credit union was | ocated, authorizing and directing the paynent
of the funds. The director may apply the interest earned by the funds
toward defraying the expenses incurred in the hol ding and payi ng of the
f unds. Five years after the receipt of the funds, the funds still
remaining wth the director ((shal)) nust be ((eseheated)) remtted to
the state as uncl ai ned property.

Sec. 46. RCW 31.12.516 and 1994 ¢ 92 s 204 are each anended to
read as foll ows:

(1) The powers of supervision and exam nation of credit unions and
ot her persons subject to this chapter and chapters 31.12A and 31. 13 RCW
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are vested in the director. The director shall require each credit
union to conduct business in conpliance with this chapter and other
laws that apply to credit unions, and has the power to commence and
prosecut e acti ons and proceedi ngs, to enjoin violations, and to col | ect
suns due the state of Washington froma credit union ((autherized—teo
conduct—bustness—under—t-his—ehapter)) .

(2) The director may adopt such rules as are reasonable or
necessary to carry out the purposes of this chapter and chapters 31. 12A

and 31.13 RCW_ Chapter 34.05 RCWw |1, whenever applicabl e, govern the
rights, renedies, and procedures respecting the adnmnistration of this
chapter.

(3) The director nmay charge fees to credit uni ons and ot her persons
subject to this chapter and chapters 31.12A and 31.13 RCW in order to
cover the costs of the operation of the division of credit unions, and
to establish a reasonable reserve for the division. The director may
waive all or a portion of such fees.

Sec. 47. RCW 31.12.545 and 1994 c 92 s 207 are each anended to
read as foll ows:

(1) The director shall nmake an examnation and ((fuH))
investigationinto the affairs of each credit union at | east once every
ei ghteen nonths, unless the director determnes with respect to a
credit union,_ that a less frequent examnation schedule wll
satisfactorily protect the financial stability of the credit union and
will satisfactorily assure conpliance with the provisions of this

chapter. ( ( Fre—actuyal—cost—of—examnation—and—supervision—shall—be

(2) The director may accept in lieu of an exam nation under
subsection (1) of this section the report of an exam ner authorized to
examne ((a)) an out-of-state, federal, or foreign credit union ((under

the—taws—ef—theUnitedStates—or—another—state)), or the report of an
accountant, satisfactory to the director, who has nade and submtted a
report of the condition of the affairs of a credit union ((anrd—i+
approved)). The director may accept such a report in lieu of part or
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all of an examnation. 1f accepted, the report ((shalHt—have)) has the

sanme force and effect as an exam nati on under subsection (1) of this
section.

Sec. 48. RCW31.12.555 and 1994 c 256 s 89 and 1994 c 92 s 208 are
each reenacted and anended to read as foll ows:

(1) The director nmay exam ne the affairs of .

(a) Acredit union service organization in which a credit union has
an interest((+)) .

(b) A person ((er—anhr—entity)) that is not a credit wunion_
out-of -state credit union, federal credit union, or foreign credit
uni on, and that has an interest in a credit union service organi zation
in which a credit union has an interest ((is—deenredtohave—consented

to—the—examnat+on—For—the—purpoeses—oef—this—seetion—and—RCW

I g I I ' . . . Fon)) -

(c) A person primarily in the business of nmnaging one or nore
credit unions; and

(d) A data processing or automated teller machi ne provider that has
entered into a contractual arrangenent wth a credit union, if the
person’s failure to performmay jeopardize the safety and soundness of
the credit union.

(2) Persons subject to exam nation under this section are deened to
have consented to the exam nation

(3) The director wll establish the appropriate frequency of
regul ar exam nations under this section, but no nore frequently than
once every eighteen nonths. The cost of the exam nations will be borne
fully by the person exan ned.
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Sec. 49. RCW 31.12.565 and 1994 c¢ 256 s 90 and 1994 c 92 s 209
are each reenacted and anended to read as foll ows:

(1) The following are confidential and privileged and not subj ect
to public disclosure under chapter 42.17 RCW

(a) Examnation reports and information obtained by the
director((=s—staff)) in conducting exam nati ons ((ef—eredit—unions—and

' : : . . i d ol I il I

REW) and investigations under this chapter and chapters 31.12A and
31.13 RCW

(b) Examination reports and related information from other
financial institution regulators obtained by the director; and

(c) Business plans and other proprietary informtion obtained by
the director in connection with a credit union’s application or notice
to the director.

(2) Notw thstanding subsection (1) of this section, the director
may furnish exam nation reports prepared by the ((di+reetor—s—office))
director to:

(a) Federal agencies enpowered to exam ne ((state-—chartered))
credit unions;

(b) Oficials enpowered to investigate crimnal charges. The
director may furnish only that part of the report which is necessary
and pertinent to the investigation, and only after notifying the
affected credit union and nmenbers of the credit union who are naned in
that part of the exam nation report, or other person exam ned, that the
report is being furnished to the officials, unless the officials
requesting the report obtain a waiver of the notice requirenent for
good cause froma court of conpetent jurisdiction;

(c) The exam ned credit union or other person exam ned, solely for
its confidential use;

(d) The attorney general in his or her role as | egal advisor to the
di rector;

(e) Prospective nerger partners or conservators, receivers, or
i quidating agents of a distressed credit union;

(f) Credit union admnistrators in other states or jurisdictions
regarding an out-of-state ((ehartered)) or foreign credit union
((deing)) conducting business in this state under this chapter, or
regarding a credit wunion ((echartered—under—this—chapter—deing))

conducting business in another state or jurisdiction;
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(g) A person ((er—erganizati+en)) officially connected with the
credit union or other person examned, as officer, director,

supervisory conmmttee nenber, at t or ney, audi t or, account ant ,
i ndependent attorney, independent auditor, or independent accountant;

(h) ((Cenpantes)) O ganizations that have bonded the credit union
to the extent that information is relevant to the renewal of the bond
coverage or to a clai munder the bond coverage;

(1) ((Conpanies;—assoctations,—or—agenetes)) Organi zations i nsuring
or guaranteeing the shares of or deposits in the credit union; or

(j) Oher persons ((er—eorganizatiens)) as the director my
determ ne to protect the public interest and confidence.

(3) Exam nation reports furnished under subsection (2) of this
section remain the property of the ((di+reetoer—s—eoffiece)) director and
no person((;—agenreys—oer—authori+ty)) to whom reports are furnished or
any officer, director, or enployee thereof nmay di scl ose or nake public
the reports or information contained in the reports except in published
statistical information that does not disclose the affairs of ((an
Hdvi-dual—er—eoerporation)) a person, except that nothing prevents the
use in a crimnal prosecution of reports furnished under subsection
(2)(b) of this section.

(4) In a civil action in which the reports or information are
sought to be di scovered or used as evidence, a party upon notice to the
director, may petition the court for an in-canera review of the reports
or information. The court may permt discovery and introduction of
only those portions of the report or information which are rel evant and
ot herwi se unobt ai nabl e by the requesting party. This subsection does
not apply to an action brought or defended by the director.

(5) This section does not apply to investigation reports prepared
by the director ((andthedireetor—s—staff)) concerning an application
for a new credit union or a notice of intent to establish or relocate
a branch of a credit union, except that the director may adopt rules
maki ng confidential portions of the reports if in the director’s
opinion the public disclosure of that portion of the report would
inpair the ability to obtain information the director considers
necessary to fully evaluate the application.

(6) Any person who knowi ngly violates a provision of this section
is guilty of a gross m sdeneanor.
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NEW SECTI ON. Sec. 50. A newsection is added to chapter 31.12 RCW
to read as foll ows:

A credit union shall nmake at | east two regul ar reports each year to
the director showing the assets and liabilities of the credit union.
Each report nust be certified by the principal operating officer of the
credit union. The director shall designate the formand the due dates
of, and the period covered by, the reports.

NEW SECTI ON. Sec. 51. A newsection is added to chapter 31.12 RCW
to read as foll ows:

Credit unions will conply with the provisions of generally accepted
accounting principles as may be specified by rule of the director. 1In
adopting rules to inplenent this section, the director shall consider,
anong ot her relevant factors, whether to transition small credit unions
to generally accepted accounting principles over a period of tine.

Sec. 52. RCW 31.12.215 and 1994 c 92 s 190 are each anended to
read as foll ows:

A credit union desiring to establish or relocate a branch shal
submt to the director a witten notice ((ef—ntent—to—establHsh—a
braneh—en—a—formprovided—by—thedireetor—at—teast)) no later than
thirty days ((beftore—conductingbusiness)) after commenci ng busi ness at

t he branch.

Sec. 53. RCW 31.12.575 and 1994 ¢ 92 s 210 are each anended to
read as fol |l ows:

(1) ((Fhe—direector—ray—suspend—a—director—or—the—prinetrpal

i e : ' ) e I o -y ' |
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i i Hrg—)) The director nmy serve upon a

director, supervisory commttee nenber, officer, or enployee of any
credit union witten notice of the director’s intention to renove the
person fromoffice or to prohibit the person fromparticipating in the
conduct of the affairs of the credit union whenever, in the opinion of
the director:

(a) The person has committed a material violation of law or an
unsafe or unsound practice;

(b)(i) The credit union has suffered or may suffer substantia
financial |oss or other danmage; or

(ii) The interests of the credit union’s share account hol ders and
depositors could be seriously prejudiced by reason of the violation or
practice; and

(c) The violation or practice involves personal dishonesty,
reckl essness, or inconpetence.

(2) The notice must contain a statenent of the facts constituting
the alleged violation or practice and nust fix a tine and place at
which a hearing will be held to determne whether a renpval or
prohi bition order should i ssue agai nst the person. The hearing nust be
set not earlier than ten days nor later than thirty days after service
of the notice, unless a later date is set by the director at the
request of the person.
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Unl ess the person appears at the hearing, the person wll be deened
to have consented to the i ssuance of the renoval or prohibition order.
In the event of this consent, or if upon the record nade at the hearing
the director finds that any violation or practice specified in the
notice of intention has been established, the director may issue and
serve upon the person an order renoving the person fromoffice at the
credit union or an order prohibiting the person fromparticipating in
the conduct of the affairs of the credit union.

(3) Arenoval order or prohibition order becones effective at the
expiration of ten days after the service of the order upon the person,
except that a renpval order or prohibition order issued upon consent
becones effective at the tine specified in the order. An order renains
effective unless it is stayed, nodified, term nated, or set aside by
action of the director or a review ng court.

Sec. 54. RCW 31.12.585 and 1994 c¢ 92 s 211 are each anmended to
read as foll ows:

(1) The director may issue and serve upon a credit union a notice
of charges if, in the opinion of the director, the credit union has
commtted or is about to commt:

(a) ((+s—engaging—oer—has—engaged+n—an—unsafeor—unseundpractice
Ha—eondueti-ng—thebusi-ness—of theeredit—union-)) A material violation

of law, or

reasonable—e€ause)) An unsafe or unsound practice.

(2) The notice ((shath)) nust contain a statenent of the facts
constituting the alleged violation or the practice and ((shalt)) nust
fix a tinme and place at which a hearing wll be held to determ ne
whet her an order to cease and desist should issue against the credit
union. The hearing ((shal)) nust be set not earlier than ten days nor
later than thirty days after service of the notice, unless a |later date
is set by the director at the request of the credit union.

Unl ess the credit union appears at the hearing by a duly authorized
representative, it shall be deened to have consented to t he i ssuance of

HB 1560 p. 42



© 00 N O Ol WDN P

e o
o 0o A W N PP O

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35
36
37

the cease and desist order. |In the event of this consent, or if upon
the record nmade at the hearing the director finds that any violation or
practice specified in the notice of charges has been established, the
director may issue and serve upon the credit union an order to cease
and desist fromthe violation or practice. The order may require the
credit union and its directors, supervisory commttee nenbers,
of ficers, enployees, and agents to cease and desist fromthe violation
or practice and may require the credit union to take affirmative action
to correct the conditions resulting fromthe violation or practice.

(3) A cease and desist order ((shall)) becones effective at the
expiration of ten days after the service of the order upon the credit
uni on ((eencerned)), except that a cease and desist order issued upon
consent ((shalt)) becones effective at the tinme specified in the order
((anrd—shalt)). The order remnins effective ((as—provided—theretn))
unless it is stayed, nodified, termnated, or set aside by action of
the director or a review ng court.

Sec. 55. RCW 31.12.595 and 1994 ¢ 92 s 212 are each amended to
read as foll ows:

If the director determnes that the ((aet)) violation or practice
specified in RCW 31.12.585 (as recodified by this act) is likely to

cause ((i | I ol dissi . : . :
I ' . I . . | i he i :
+Hts—depoesitors—nenbers—eor—sharehelders)) an_ unsafe or unsound

condition at the credit union, the director may i ssue a tenporary order
requiring the credit union to cease and desist fromthe violation or
practice. The order ((shalt)) becones effective upon service on the
credit union and ((shalt)) remains effective unl ess set aside, limted,
or suspended by a court in proceedings under RCW 31.12.605 (as
recodified by this act) pending the conpletion of the adm nistrative
proceedi ngs under the notice, and until the director dismsses the
charges specified in the notice or until the effective date of a cease
and desi st order issued against the credit union under RCW 31.12.585
(as recodified by this act).

Sec. 56. RCW31.12.605 and 1984 ¢ 31 s 62 are each anended to read
as follows:

Wthin ten days after a credit union has been served wth a
tenporary cease and desist order, the credit union may apply to the
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superior court in the county of its principal place of business for an
injunction setting aside, limting, or suspending the order pending t he
conpletion of the adm nistrative proceedi ngs under RCW 31.12.585 (as
recodified by this act). The superior court ((shall—have)) has
jurisdiction to issue the injunction.

Sec. 57. RCW 31.12.625 and 1994 c 92 s 214 are each anended to
read as foll ows:

(1) An admnistrative hearing provided in RCW 31.12.575 or
31.12.585 ((shatt)) (as recodified by this act) may be held at such
place as is designated by the director and nust be conducted in
accordance with chapter 34.05 RCW The hearing shall be private unless
the director determnes that a public hearing is necessary to protect
the public interest after fully considering the views of the party
af forded the hearing.

(2) Wthin sixty days after the hearing, the director shall render
a decision which ((shat+)) includes findings of fact upon which the
decision is based ((and)). The director shall issue and serve upon
each party to the proceeding an order or orders consistent with RCW
31.12.575 or 31.12.585 (as recodified by this act).

(3) Unless a petition for reviewis tinely filed in the superior
court of the county in which the principal place of business of the
credit union is located, and until the record in the proceeding has
been filed as provided therein, the director may at any tine nodify,
termnate, or set aside any order upon such notice and in such manner
as the director may deemproper. Upon filing the record, the director
may nodify, termnate, or set aside an order only wth the perm ssion
of the court or the party or parties to the proceeding.

The judicial review provided in this section will be exclusive for
orders issued under RCW31.12.575 and 31.12.585 (as recodified by this
act

(4) Any party to the proceeding, or any person subject to an order,
tenporary order, or injunction issued under RCW 31.12.575, 31.12.585,
31.12.595, or 31.12.615 (as recodified by this act), may obtain a
review of any order issued and served under subsection (1) of this
section, other than an order issued upon consent, by filing in the
superior court of the county in which the principal place of business
of the affected credit unionis |located, within ten days after the date
of service of the order, a witten petition requesting that the order
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be nodified, term nated, or set aside. A copy of the petition nust be
i medi ately served upon the director and the director nust thenfile in
the court the record of the proceeding. The court has jurisdiction,
upon the filing of the petition, to affirm nodify, termnate, or set
aside, in whole or in part, the order of the director. The
jurisdiction of the court becones exclusive upon the filing of the
record. However, the director may nodify, termnate, or set aside the
order with the perm ssion of the court. The judgnent and decree of the
court is final subject to appellate review under the rules of the
court.

(5) The commencenent of proceedings for judicial review under
subsection (4) of this section may not operate as a stay of any order
issued by the director unless specifically ordered by the court.

(6) Service of any notice or order required to be served under RCW
31.12.575, 31.12.585, or 31.12.595 (as recodified by this act), nust be
acconplished in the sanme manner as required for the service of process
in civil actions in superior courts of this state.

NEW SECTI ON. Sec. 58. A newsection is added to chapter 31.12 RCW
to read as foll ows:

The director may apply to the superior court of the county in which
t he principal place of business of the affected credit union is | ocated
for the enforcenent of any effective and outstandi ng order issued under
RCW 31. 12. 575 and 31.12.585 (as recodified by this act), and the court
has jurisdiction to order conpliance therewth. No court has
jurisdiction to affect by injunction or otherwi se the issuance or
enforcenent of any such order, or to review, nodify, suspend,
termnate, or set aside any such order, except as provided in RCW
31.12.605, 31.12.615, and 31.12.625 (as recodified by this act).

Sec. 59. RCW 31.12. 655 and 1994 ¢ 92 s 216 are each anmended to
read as foll ows:

The director may request a special neeting of the board of a credit
union if the director believes that a special neeting is necessary for
the welfare of the credit union or the purposes of this chapter. The
director’s request for a special neeting ((shath)) nust be nmade in
witing to the secretary of the board and t he request ((shal)) nust be
handl ed in the sane manner as a call for a special neeting under RCW
31.12.195 (as recodified by this act). The director nay require the
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attendance of all of the directors ((ef—the—beard)) at the special
nmeeting, and an absence ((ef—a—direetoer)) unexcused by the director
constitutes a violation of this chapter.

Sec. 60. RCW 31.12. 665 and 1994 c¢ 92 s 217 are each anmended to
read as foll ows:

((£2))) The director may attend a ((+regular—er—speetal)) neeting of
the board of a credit unionif the director believes that attendance at
the neeting is necessary for the welfare of the credit union, or the
pur poses of this chapter, or if the board has requested the director’s
attendance. The director shall provide reasonable notice to the board
before attendi ng a neeting.

NEW SECTI ON. Sec. 61. A newsection is added to chapter 31.12 RCW
to read as foll ows:

The director may place a credit union under supervisory direction
in accordance with sections 62 through 64 of this act, appoint a
conservator for a credit union in accordance with sections 65 through
68 of this act, appoint a liquidating agent for a credit union in
accordance with RCW 31.12.675 and 31.12.685 (as recodified by this
act), or appoint a receiver for a credit union in accordance wth
sections 71 through 87 of this act, if the credit union:

(1) Consents to the action;

(2) Has failed to conply with the requirenents of the director
while the credit union is under supervisory direction;

(3) Has commtted or is about to commt a nmaterial violation of |aw
or an unsafe or unsound practice, and such violation or practice has
caused or is likely to cause an unsafe or unsound condition at the
credit union; or

(4) I's in an unsafe or unsound condition.

NEW SECTI ON. Sec. 62. A newsection is added to chapter 31.12 RCW
to read as foll ows:

(1) As authorized by section 61 of this act, the director my
determine to place a credit union under supervisory direction. Upon
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such a determnation, the director shall notify the credit union in
witing of:

(a) The director’s determ nation; and

(b) The director’s requirenments that nust be satisfied before the
director shall termnate the supervisory direction

(2) The credit union nust conply with the requirenents of the
director as provided in the notice. If the credit union fails to
conply with the requirenents, the director may place the credit union
under conservatorship or receivership, in accordance with this chapter.
The director may appoint a representative to supervise the credit union
during the period of supervisory direction.

(3) Al costs incident to supervisory direction will be a charge
agai nst the assets of the credit union to be allowed and paid as the
director may determ ne

NEW SECTI ON. Sec. 63. A newsection is added to chapter 31.12 RCW
to read as foll ows:

During the period of supervisory direction, the director may
prohi bit the credit union fromdoing any of the foll ow ng without prior
approval :

(1) Dispose of, convey, or encunber any of its assets;

(2) Wthdraw any of its accounts at other financial institutions;

(3) Lend any of its funds;

(4) Invest any of its funds;

(5) Transfer any of its property; or

(6) Incur any debt, obligation, or liability.

NEWSECTI ON. Sec. 64. A newsection is added to chapter 31.12 RCW
to read as foll ows:

During the period of supervisory direction, the credit union may
request the director to review an action taken or proposed to be taken
by the representative, specifying how the action is not in the best
interests of the credit union. The request stays the action, pending
the director’s review of the request.

NEW SECTI ON. Sec. 65. A newsection is added to chapter 31.12 RCW
to read as foll ows:

(1) As authorized by section 61 of this act, the director may, upon
due notice and hearing, appoint a conservator for a credit union. The

p. 47 HB 1560



© 00 N O Ol WDN P

NNNNNNNNRRRRRRRRR R
N o oA WN P O O 0o Nl WDN PO

28
29
30
31
32
33
34

35
36

director may appoint hinself or herself or another qualified party as
conservator of the credit wunion. The conservator shall imediately
take charge of the credit union and all of its property, books,
records, and effects.

(2) The conservator shall conduct the business of the credit union
and take such steps toward the renoval of the causes and conditions
that have necessitated the appointnent of a conservator, as the
director nmay direct. The conservator is authorized to, wthout
limtation:

(a) Take all necessary neasures to preserve, protect, and recover
any assets or property of the credit union, including any claim or
cause of action belonging to or which may be asserted by the credit
union, and deal wth the same in his or her own nane as conservator
and

(b) File, prosecute, and defend any suit that has been filed or may
be filed by or against the credit union that is deened by the
conservator to be necessary to protect all of the interested parties or
a property affected thereby.

The conservator shall make such reports to the director fromtine
to tine as nay be required by the director.

(3) Al costs incident to conservatorship will be a charge agai nst
the assets of the credit union to be allowed and paid as the director
may det erm ne

(4) If at any tinme the director determnes that the credit unionis
not in condition to continue business under the conservator in the
interest of its depositors or creditors, the director may proceed with
appoi ntnment of a receiver in accordance with this chapter.

NEW SECTI ON. Sec. 66. A new section is added to chapter 31.12 RCW
to read as foll ows:

During the period of conservatorship, the credit union nmay request
the director to review an action taken or proposed to be taken by the
conservator, specifying how the action is not in the best interest of
the credit union. The request stays the action, pending the director’s
review of the request.

NEW SECTI ON. Sec. 67. A newsection is added to chapter 31.12 RCW
to read as foll ows:
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Any suit filed against a credit union or its conservator, during
t he period of conservatorship, nmust be brought in the superior court of
Thurston county. A conservator for a credit union may file suit in any
superior court or other court of conpetent jurisdiction against any
person for the purpose of preserving, protecting, or recovering any
asset or property of the credit union, including without limt any
clains or causes of action belonging to or asserted by the credit
uni on.

NEWSECTI ON. Sec. 68. A newsection is added to chapter 31.12 RCW
to read as foll ows:

The conservator shall serve until the purposes of the
conservatorshi p have been acconplished. |If rehabilitated, the credit
union nust be returned to managenent or new nmanagenent under such
conditions as the director may determ ne.

Sec. 69. RCW 31.12.675 and 1994 ¢ 92 s 218 are each anended to
read as fol |l ows:

(1) ((Fhe—artieles—oef—inecorporation—of—a——credit—unton—may—be

2—Exeept—as—eotherwise—providedinthis—<chapter-)) As authorized

by section 61 of this act, the director nay appoint a liquidating agent
for a credit union. Before appointing a ligquidating agent, the

di r ect or ( (—bef-ere—suspendingor+evekingtheartieclesoftnecorporation
of—a—eredi-t—union—andplacingthe—eredit—unon+ntqudation-)) shal
i ssue and serve notice on the credit union ((eenrecerned-oftheintention
to—suspend—or—revoketheartieles—and)) an order directing the credit
union to show cause why its articles of incorporation should not be
suspended or revoked, in accordance with chapter 34.05 RCW

((3»)) (2) If the ((direetor—FHnds—that—the—<redit—union—s
tnaselvent—and—the)) credit union fails to adequately show cause, the

( (arti+eles—et—ineorporat+on—shall—be—suspended—or—reveked—and—the
ered-t—unton—placed—+n—inveluntaryHagutdat+en—Fhe)) director shal

serve ((enr)) the credit union with an order directing the suspension or

revocation ((and—an—eorder—di+reecting—the)) of the articles of

incorporation, placing the credit union in involuntary |iquidation

((and—appointrent—eof)), appointing a liquidating agent under this
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section and RCW31.12.685 (as recodified by this act), and providing a
statenent of the findings on which the order is based.

((4)) (3) The suspension or revocation ((shatHh)) nust be
i mredi ate and conpl ete. Once the articles of incorporation are
suspended or revoked, the credit union shall cease conducting business.
The credit union may not accept any paynment ((en)) to share((s)) or
deposit((s)) accounts, may not grant or pay out any new or previously
approved | oans, nmay not invest any of its assets, and may not declare
or pay out any previously declared dividends. The |liquidating agent of
a credit union whose articles have been suspended or revoked may accept
paynments on |oans previously paid out and may accept inconme from
i nvestnents al ready nade.

Sec. 70. RCW 31.12.685 and 1994 ¢ 92 s 219 are each anended to
read as fol |l ows:

REW-31-12-675-)) On receipt of the order placing the credit union in
involuntary liquidation, the officers and directors of the credit union
((eoncerned)) shall deliver to the |iquidating agent possession and
control of all books, records, assets, and property of the credit
uni on.

(2) The liquidating agent shall proceed to convert the assets to
cash, collect all debts due to the credit union and wind up its affairs
in accordance with ((the)) any instructions and procedures issued by
the director. |If a liquidating agent agrees to absorb and serve the
menbership of ((a—distressed)) the credit union,_ the director may
approve a pooling of assets and liabilities rather than a distribution
of assets.

(3) The liquidating agent shall cause to be published notice of
i qui dation once a week for three consecutive weeks in a newspaper of
general circulation in the county in which the principal place of
busi ness of the ((Heguidat+ng)) credit unionis |ocated. The notice of
liquidation ((shalkt)) nust inform creditors of the ((H-eguidating))
credit union how to make a claimupon the |Iiquidating agent, and that
if aclaimis not nade upon the |iquidating agent wthin thirty days of
the last date of publication, the creditor’s claim ((shakHH—be)) is
barr ed. The Iliquidating agent shall provide personal notice of
l[iquidation to the creditors of record, informng themthat if they
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fail to make a claimupon the |liquidating agent within thirty days of
the service of the notice, the creditor’s claim((shal—be)) is barred.
If a creditor fails to make a claimupon the |liquidating agent within
the tines required to be specified in the notices of |iquidation, the
creditor’s claim((shalt—be)) is barred. Al contingent liabilities of
the ((Heguidated)) credit union ((shalH—be)) are discharged upon the
director’s order to liquidate the credit union. The |Iiquidating agent
shal |, upon conpletion, certify to the director that the distribution
or pooling of assets of the credit union is conplete.

NEW SECTI ON. Sec. 71. A newsection is added to chapter 31.12 RCW
to read as foll ows:

As aut horized by section 61 of this act, the director may w t hout
prior notice appoint a receiver to take possession of a credit union.
The director may appoint the national credit union admnistration or
other qualified party as receiver. Upon appointnent, the receiver is
authorized to act wthout bond. Upon acceptance of the appointnent,
the receiver shall have and possess all the powers and privileges
provided by the aws of this state wwth respect to the receivership of
a credit union, and be subject to all the duties of and restrictions
applicable to such a receiver, except insofar as such powers,
privileges, duties, or restrictions arein conflict with any applicable
provi sion of the federal credit union act.

Upon t aki ng possession of the credit union, the receiver shall give
witten notice to the directors of the credit union and to all persons
havi ng possessi on of any assets of the credit union. No person know ng
of the taking of possession by the receiver shall have a lien or charge
for any paynent advanced, cl earance nade, or liability incurred agai nst
any of the assets of the credit union, after the receiver takes
possessi on, unless approved by the receiver.

NEW SECTI ON. Sec. 72. A newsection is added to chapter 31.12 RCW
to read as foll ows:

Wthin ten days after the receiver takes possession of a credit
union, the credit union may serve notice upon the receiver to appear
before the superior court of the county in which the principal place of
busi ness of the credit union is located and at a tine to be fixed by
the court, which may not be less than five nor nore than fifteen days
from the date of the service of the notice, to show cause why the
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credit union should not be restored to the possession of its assets.
Upon the return day of the notice, or any other day as the matter may
be continued to, the court shall sumrarily hear the cause and di sm ss
the sane if it be found that the receiver was appointed for cause

However, if the court finds that no cause existed for appointnent of
the receiver, the court shall require the receiver to restore the
credit union to possession of its assets and enjoin the director from
further appointnent of a receiver for the credit union wthout cause.

NEWSECTION. Sec. 73. A newsection is added to chapter 31.12 RCW
to read as foll ows:

Upon taking possession of a credit union, the receiver shall
proceed to collect the assets of the credit union and preserve,
adm nister, and liquidate its business and assets.

Wth the approval of the Thurston county superior court or the
superior court of the county in which the principal place of business
of the credit union is located, the receiver may sell, conpound, or
conprom se bad or doubtful debts, and upon such terns as the court may
direct, borrow, nortgage, pledge, or sell all or any part of the real
and personal property of the credit union. The director may deliver to
each purchaser or |ender an appropriate deed, nortgage, agreenent of
pl edge, or other instrument of title or security. The receiver may
enpl oy an attorney or other assistants to assist in carrying out the
recei vership, subject to such surety bond as the director may require.
The prem um for any such bond must be paid out of the assets of the
credit union.

In carrying out the receivership, the receiver my wthout
[imtation arrange for the merger or consolidation of the credit union
in receivership with another credit union, out-of-state credit union,
or federal credit union, or may arrange for the purchase of the credit
union’s assets and the assunption of its liabilities by such a credit
union, in whole or in part, or may arrange for such a transaction with
anot her type of financial institution as may be ot herw se permtted by
law. The director shall give preference to transactions with a credit
union or a federal credit union that has its principal place of
business in this state.

NEWSECTION. Sec. 74. A newsection is added to chapter 31.12 RCW
to read as foll ows:
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The receiver shall publish once a week for four consecutive weeks
in a newspaper of general circulation in the county where the credit
union’s principal place of business is |ocated, a notice requiring all
persons having clains against the credit union to file proof of claim
not |ater than ninety days fromthe date of the first publication of
the notice. The receiver shall mail simlar notices to all persons
whose nanes appear as creditors upon the books of the credit union
The assets of the credit union are not subject to contingent clains.

After the expiration of the tine fixed in the notice, the receiver
has no power to accept any claim except the claim of a depositor or
share account holder, and all other clains are barred. Cl ainms of
depositors or share account holders nay be presented after the
expiration of the tine fixed in the notice and may be approved by the
receiver. |If such a claimis approved, the depositor or share account
hol der is entitled toits proportion of prior |iquidation dividends, if
there are sufficient funds for it, and will share in the distribution
of the remaining assets.

The receiver my approve or reject any claim but shall serve
notice of rejection upon the claimant by nmail or personally. An
affidavit of service of the notice of rejection will serve as prinma
faci e evidence that notice was given. No action may be brought on any
claim after three nonths from the date of service of the notice of
rejection.

NEW SECTI ON. Sec. 75. A newsection is added to chapter 31.12 RCW
to read as foll ows:

Upon t aki ng possession of the credit union, the receiver shall make
an inventory of the assets and file the list in the office of the
county clerk. Upon the expiration of the time fixed for the
presentation of clains, the receiver shall nake a list of «clains
present ed, segregating those approved and those rejected, to be filed
in the office of the county clerk. The receiver shall also nake and
file wwth the office of the county clerk a supplenental list of clains
at least fifteen days before the declaration of any dividend, and in
any event at |east every six nonths.

(bjection nmay be made by any interested person to any claim
approved by the receiver, which objection is determ ned by the court
upon such notice to the claimant and objector as the court may
prescri be.
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NEW SECTI ON. Sec. 76. A new section is added to chapter 31.12 RCW
to read as foll ows:

Al expenses incurred by the receiver in relation to the
receivership of acredit union, including wthout limtation reasonabl e
attorneys’ fees, becone a first charge upon the assets of the credit
uni on. The charges shall be fixed and determ ned by the receiver
subject to the approval of the court.

NEWSECTION. Sec. 77. A newsection is added to chapter 31.12 RCW
to read as foll ows:

At any time after the expiration of the date fixed for the
presentation of clains, the receiver, subject to the approval of the
court, nmay declare one or nore |iquidation dividends out of the funds
remai ni ng after the paynent of expenses.

NEW SECTI ON. Sec. 78. A newsection is added to chapter 31.12 RCW
to read as foll ows:

When all expenses of the receivership have been paid, as well as
all proper clains of depositors and other creditors, and proper
provi si on has been nmade for uncl ained or unpaid debts and |iquidation
di vidends, and assets of the credit union still remain, the receiver
shall wind up the affairs of the credit union and distribute its assets
to those entitled to them Each share account holder at the credit
unionis entitled to his, her, or its proportionate share of the assets
remai ni ng.

NEWSECTION. Sec. 79. A newsection is added to chapter 31.12 RCW
to read as foll ows:

Any |iquidation dividends to depositors or other creditors of the
credit union remaining uncalled for and unpaid in the hands of the
receiver for six nonths after the order of final distribution, nust be
deposited in a financial institution to each depositor’s or creditor’s
credit. The funds nmust be held in trust for the benefit of the persons
entitled to the funds and, subject to the supervision of the court,
nmust be paid by the receiver to themupon presentation of satisfactory
evidence of their right to the funds.

NEWSECTI ON. Sec. 80. A newsection is added to chapter 31.12 RCW
to read as foll ows:
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(1) The receiver shall inventory, package, and seal uncalled for
and uncl ai nred personal property left with the credit union, including
without limt property held in safe deposit boxes, and arrange for the
packages to be held in safekeeping. The credit union, its directors
and officers, and the receiver, shall be relieved of responsibility and
l[tability for the property held in safekeeping. The receiver shal
send pronptly to each person in whose nane the property stood on the
books of the credit union, at the person’s |ast known address, a
regi stered letter notifying the person that the property will be held
in the person’s nane for a period of not |less than two years.

(2) After the expiration of two years fromthe date of mailing the
notice, the receiver shall pronptly send to each person in whose nane
the property stood on the books of the credit union, at the person’s
| ast known address, a registered letter providing notice of sale. The
letter nust indicate that the receiver wwll sell the property set out
in the notice, at a public auction at a specified tine and pl ace, not
less than thirty days after the date of nmamiling the letter. The
receiver may sell the property unless the person, prior to the sale,
presents satisfactory evidence of the person’s right to the property.
A notice of the tinme and place of the sale nust be published once
within ten days prior to the sale in a newspaper of general circul ation
in the county where the sale is to be held.

(3) Any property, for which the owner or the owner’s address i s not
known, may be sold at public auction after it has been held by the
receiver for two years. A notice of the tine and place of the sale
nmust be published once within ten days prior to the sale in a newspaper
of general circulation in the county where the sale is to be held.

(4) Wenever the personal property left wth the credit union
consists either wholly or in part, of docunents, letters, or other
papers of a private nature, the docunents, letters, or papers may not
be sold, but nust be retained by the receiver and may be destroyed
after a period of five years.

NEW SECTI ON. Sec. 81. A newsection is added to chapter 31.12 RCW
to read as foll ows:

The proceeds of the sale less any anounts for costs and charges
incurred in saf ekeeping and sal e nust be deposited by the receiver in
a financial institution, in trust for the benefit of the person
entitled to the property. The sale proceeds nust be paid by the
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receiver to the person upon presentation of satisfactory evidence of
the person’s right to the funds.

NEW SECTI ON. Sec. 82. A newsection is added to chapter 31.12 RCW
to read as foll ows:

Upon the conpletion of a receivership through nmerger, purchase of
assets and assunption of liabilities, or liquidation, the director
shall termnate the credit union’s authority to conduct business and
certify that fact to the secretary of state. Upon certification, the
credit union shall cease to exist and the secretary of state shall note
that fact upon his or her records.

NEW SECTI ON. Sec. 83. A newsection is added to chapter 31.12 RCW
to read as foll ows:

If at any tinme after a receiver is appointed, the director
determ nes that all material deficiencies at the credit union have been
corrected, and that the credit union is in safe and sound condition to
resume conducting busi ness, the director may term nate the recei vership
and permt the credit union to reopen upon such terns and conditions as
the director may prescribe. Before being permtted to reopen, the
credit union nust pay all of the expenses of the receiver.

NEW SECTI ON. Sec. 84. A newsection is added to chapter 31.12 RCW
to read as foll ows:

The receiver or director, as appropriate, may at any tine after the
expiration of one year fromthe order of final distribution, or from
the date when the receivership has been conpl eted, destroy any of the
remaining files, records, docunents, books of account, or other papers
of the credit union that appear to be obsolete or unnecessary for
future reference as part of the receivership files.

NEW SECTI ON. Sec. 85. A newsection is added to chapter 31.12 RCW
to read as foll ows:

The pendency of any proceedings for judicial review of the
appoi ntment of a receiver may not operate to prevent the paynment or
acqui sition of the share and deposit liabilities of the credit union by
the national credit union adm nistration or other insurer or guarantor
of the share and deposit liabilities of the credit union. During the
pendency of the proceedings, the receiver shall nmake available to the
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i nsurer or guarantor such facilities in or of the credit union and such
books, records, and other relevant data of the credit union as may be
necessary or appropriate to enable the insurer or guarantor to pay out
or to acquire the insured or guaranteed share and deposit liabilities
of the credit union. The national credit union adm nistration and any
ot her insurer or guarantor of the share and deposit liabilities of the
credit union, and their directors, officers, agents, and enpl oyees, and
the director and receiver and their agents and enpl oyees, will be free
from liability to the credit wunion, its directors, nenbers, and
creditors, for or on account of any action taken in connection with the
recei vership.

NEW SECTI ON. Sec. 86. A new section is added to chapter 31.12 RCW
to read as foll ows:

No receiver may be appointed by any court for any credit union
except that a court otherwise having jurisdiction may in case of
i mm nent necessity appoint a tenporary receiver to take possession of
and preserve the assets of the credit union. | medi ately upon the
appointnent, the clerk of the court shall notify the director in
witing of the appointnent and the director shall appoint a receiver to
t ake possession of the credit union and the tenporary receiver shal
upon demand surrender possession of the assets of the credit union to
the receiver. The receiver may in due course pay the tenporary
receiver out of the assets of the credit union an anount as the court
may al | ow.

NEW SECTI ON. Sec. 87. A newsection is added to chapter 31.12 RCW
to read as foll ows:

Every transfer of its property or assets by a credit union, and
every assignnent by a credit union for the benefit of creditors, nmade
in contenplation of insolvency, or after it has becone insolvent, to
intentionally prefer one creditor over another, or to intentionally
prevent the equal distribution of its property and assets anong its
creditors, is void. Every credit union director, officer, or enpl oyee
maki ng any such transfer is guilty of a felony.

An officer, director, or enployee of a credit union who
fraudulently receives for it any share or deposit, know ng that the
credit union is insolvent, is guilty of a felony.
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Sec. 88. RCW 31.12. 635 and 1994 c 92 s 215 are each anended to
read as foll ows:

(1) It is unlawful for a director, supervisory comittee nenber,
officer, enployee, or agent of a credit union to knowingly violate or
consent to a violation of this chapter. Unless otherw se provided by
law, a violation of this subsection is a m sdeneanor under chapter
9A. 20 RCW

(2) It is unlawful for a person to perform any of the follow ng
acts:

(a) To knowi ngly subscribe to, nmake, or cause to be made a fal se
statenent or entry in the books of a credit union;

(b) To knowingly make a false statenent or entry in a report
required to be nmade to the director; or

(c) To knowingly exhibit a false or fictitious paper, instrunent,
or security to a person authorized to examne a credit union.

((£2)) A violation of this ((seetioen)) subsection is a class C
fel ony under chapter 9A 20 RCW

NEW SECTI ON. Sec. 89. A newsection is added to chapter 42.17 RCW
to read as foll ows:

Exam nation reports and information obtained by the director of
financial institutions in conducting exam nations and in connection
with applications and notices to the director under chapters 31.12,
31.12A, and 31.13 RCWare confidential and privileged information and
not subject to public disclosure under this chapter

NEW SECTION. Sec. 90. The followng acts or parts of acts are
each repeal ed:

(1) RCW31.12.095 and 1994 c 92 s 183;
(2) RCW31.12.165 and 1984 ¢ 31 s 18;
(3) RCW31.12.206 and 1994 ¢ 92 s 189 & 1984 c 31 s 22;
(4) RCW31.12.315 and 1994 c 256 s 81 & 1984 ¢ 31 s 33;
(5 RCW31.12.355 and 1994 c 92 s 193;
(6) RCW31.12.376 and 1984 ¢ 31 s 39;
(7) RCW31.12.395 and 1984 c¢ 31 s 41,

(8) RCW31.12.415 and 1994 c 256 s 85, 1994 ¢ 92 s 196, & 1984 c 31
s 43;

(9) RCW31.12.455 and 1994 ¢ 92 s 200 & 1984 c 31 s 47;

(10) RCW 31.12.475 and 1994 c 92 s 202 & 1984 c 31 s 49;
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(11) RCW 31.12.
(12) RCW 31.12.
(13) RCW 31. 12.
(14) RCW 31.12.
(15) RCW 31.12.
(16) RCW 31.12.
(17) RCW 31.12.
(18) RCW 43.

NEW SECTI ON.

subchapt er

of

"Credit Union

RCW 31.
RCW 31.
RCW 31.
RCW 31.
RCW 31.
RCW 31.
RCW 31.

12.
12.
12.
12.
12.
12.
12.

495
506
535
645
903
904
905

Sec.

chapt er
Organi zati on":

015;
025;
035;
055;
065;
075;
085.

and

and
and
and
and
and
and
and

91.

1984
1994
1994
1984
1984
1984
1994

O O O O o o O

31
92
92
31
31
31
92

51,

203 & 1984 c¢ 31 s 52

206 & 1984 c¢ 31 s 55;

66;

17,

80;

224 & 1984 c¢ 31 s 81; and

u u nu u unu u u

320.125 and 1996 ¢ 274 s 1.

The follow ng sections are codified or
recodified wthin chapter 31.12 RCWin the foll ow ng order:
RCW 31. 12. 005.
(1) The follow ng sections are
31.12 RCW under the subchapter designation

(2) The follow ng sections are
31.12 RCW under the subchapter designation

subchapt er
"Cor por ate

RCW 31.
RCW 31.
RCW 31.
RCW 31.
RCW 31.
RCW 31.
RCW 31.
RCW 31.
RCW 31.
section 19 of this act;

of

Gover nance":
12.
12.
12.
12.
12.
12.
12.
12.
12.

chapter

105;
115;
185;
195;
225;
235;
246;
255;
265;

RCW 31. 12. 275;
RCW 31. 12. 285;
RCW 31. 12. 326;
RCW 31. 12. 335;

59

recodified and designated as a

recodified and designated as a
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RCW 31. 12. 345;

RCW 31. 12. 365;

RCW 31. 12. 306; and

section 27 of this act.

(3) The following sections are recodified and designated as a
subchapter of chapter 31.12 RCW under the subchapter designation
"Menber shi p":

RCW 31. 12. 045;

RCW 31. 12. 145;

RCW 31. 12. 155; and

RCW 31. 12. 295.

(4) The following sections are recodified and designated as a
subchapter of chapter 31.12 RCW under the subchapter designation
"Powers of Credit Unions":

RCW 31. 12. 125;

RCW 31. 12. 136;

RCW 31.12. 037; and

RCW 31. 12. 039.

(5 The following sections are recodified and designated as a
subchapter of chapter 31.12 RCW under the subchapter designation
"Menbers’ Accounts":

RCW 31. 12. 385; and

RCW 31. 12. 485.

(6) The following sections are recodified and designated as a
subchapt er of chapter 31.12 RCWunder the subchapter designation "Loans
to Menmbers":

RCW 31. 12. 406; and

RCW 31.12. 317.

(7) The following sections are recodified and designated as a
subchapter of chapter 31.12 RCW under the subchapter designation
"l nvest nents":

RCW 31.12. 425; and

RCW 31. 12. 435.

(8 The following sections are recodified and designated as a
subchapter of chapter 31.12 RCW under the subchapter designation
"Reserves":

RCW 31. 12. 445; and

RCW 31. 12. 465.
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(9) The following sections are recodified and designated as a
subchapter of chapter 31.12 RCW under the subchapter designation
"Mergers, Conversions, and Voluntary Liquidations":

RCW 31. 12. 695;

RCW 31. 12. 705;

RCW 31. 12. 715;

RCW 31. 12. 526; and

RCW 31. 12. 725.

(10) The followng sections are recodified and designated as a
10 subchapter of chapter 31.12 RCW under the subchapter designation
11 "Exam nation and Supervision":

0 N O 0o A WDN PP

(o]

12 RCW 31. 12. 516;
13 RCW 31. 12. 545;
14 RCW 31. 12. 555;
15 RCW 31. 12. 565;
16 section 50 of this act;
17 section 51 of this act;
18 RCW 31. 12. 215;
19 RCW 31. 12. 575;
20 RCW 31. 12. 585;
21 RCW 31. 12. 595;
22 RCW 31. 12. 605;
23 RCW 31. 12. 615;
24 RCW 31. 12. 625;
25 section 58 of this act;
26 RCW 31. 12. 655;
27 RCW 31. 12. 665;
28 section 61 of this act;
29 section 62 of this act;
30 section 63 of this act;
31 section 64 of this act;
32 section 65 of this act;
33 section 66 of this act;
34 section 67 of this act;
35 section 68 of this act;
36 RCW 31. 12. 675;
37 RCW 31. 12. 685;
38 section 71 of this act;
39 section 72 of this act;
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section 73 of this act;
section 74 of this act;
section 75 of this act;
section 76 of this act;
section 77 of this act;
section 78 of this act;
section 79 of this act;
section 80 of this act;
section 81 of this act;
section 82 of this act;
section 83 of this act;
section 84 of this act;
section 85 of this act;
section 86 of this act; and

section 87 of this act.

(11) The followng sections are recodified and designated as a
subchapter of chapter 31.12 RCW under the subchapter designation
"M scel | aneous":

RCW 31. 12. 720;

RCW 31. 12. 740;

RCW 31. 12. 735;

RCW 31. 12. 635;

Section 94 of this act; and

RCW 31. 12. 902.

NEW SECTI ON. Sec. 92. Section 36 of this act takes effect one
year after the effective date of this act.

NEW SECTI ON.  Sec. 93. Section 51 of this act takes effect January
1, 1999.

NEW SECTI O\ Sec. 94. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.
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